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Preface 


T irE AnE\ OF MAriKETI.NT. IS CENTTn M-LY nnCOCNTZED AS BEIVC TltE MOST 
inefficient of al! business functions. This is due, to some extent, to 
tlic great number and wide ranijo of variables present during the making 
of marketing decisions. Unlike production and finance, marketing must 
cope v.'iiii the frailties of the consumer and the great number of inter- 
mediate hands through which a product or service must pass before final 
use or consumption. In addition, howcx'cr, inefficiency in marketing is due 
to the failure on the part of many marketing people to understand the de- 
cision making process, especially the role of information as it relates to 
reducing risk and increasing profit levels. 

This book is aimed at both the professional marketing man and the 
student of marketing, for whom a more tliorough understanding of the 
decision structure will be of value. Most hooks on marketing tend to cover 
one particular aspect of the decision making process: marketing theory, 
mathematical models, motivational research, managerial economics, mar- 
keting c.'qrerimentalion, the behasioral sciences, innovation in marketing, 
quantitative techniques, m.arketing research techniques, marketing sy.stcrns, 
and more. The Marketing DccUion, in contr.ist, attempts to place all of 
these in concert, harmonming each so that the optimum decision will 
result. 

This book is not technical. Discussions embracing psychology’, statistics, 
logic, research techniques, data collection, and the like relate to the ap- 
pUcaiian of these disciplines srithin the decision structure and not to their 
technical workings. 

The organisation of this book is simpl" set unique. The indi’riduatcil 
maikcting decision, from its inception to fin d action, serves as the basis for 
content sequence. As a decision threads through its stages fro:n beginning 
to end. so does (his hook draw on the sarious di'‘cipUn'’'5 and icii-nr s 
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fit them into meaningful planes This booV does not discuss the specific 
marketing functions such ^$ idvcrtising distnbution channels pncing 
packaging selling and others Instead it uses these markebng areas as 
a chicles for illustrating the decision making process This book emphasizes 
both the creatne and quanlitatue but the latter discussions stress the 
role of information in business predictions rather than the mathematical 
techniques of data anal)sis The Markettn<’ Decision is concerned aaath input 
data up to the cmploament of mathematical models and computer usage 
models and comniitcrs in marketing are of minimum auluc unless rigorous 
thought and meaningful data enter into the decision making process 

In summary this book is intended for those who seek to increase the 
cfficicnc) of thtir marketing decisions as well as for those students who wish 
to add to their umkrstanding of the complex field of marketing The idea 
for this boo’ md its content li «e been drawn from 25 jears of participating 
in marketing dccivions and three \ears of teaching decision making in 
marketing I hope I liaso simplified the decision making process not compli 
calcd It III an) csenl it is m) firm conviction that the marketing prac- 
titioner and acadtmici in alike must gam a more thorough understanding of 
the simple concepts of the decision making process if marketing is truly to 
contribute to cHiciency in business 

Man) persons knowmgl) or unkaiowmglv have assisted m the prepara 
tion of tins book Dean Frank S Kaulback Jr of the Mclntire School of 
Commerce of the Unu crsity of ^ trginia set me to thinking about a book of 
this t)-pe b) providing me with my first full time teaching opportunif) M) 
students over the past several jears have unwittmgl) been subjected to 
many of my philosophies and their reactions have aided considerably jn 
the development of mv thoughts 

The help of sev oral colleagues is most appreciated In particular I w ish 
to gratefull) acknowledge that of Professor Fredenck Davidson, whose Ihor 
ough anal) SIS of the initial manuscript has contributed much to whatever 
merit the book may have Dr Bernard Monns comments on economic and 
marketing theory were substantive Col W Calvin Phillips made a number 
of helpful suggestions Dr Richard M Johnson and Dr Moms H Colllieb 
cnticall) examined the early drafts of several chapters on quantitative 
ainl)sis However I alone must shoulder the responsibility for an) errors 
omi sions and other deficiencies of the book 

And finall) I wish to thank M-s Karljai Metcalf of Market Facts Ina 
for her mdiislr) patience and skill m cheerfully assuming the rcsponsi 
bilitv of t)'ping the several versions of the manusenpL 

Charlottesville \ irgima — W^iu-iam F ODixl 

April 196S 
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Part 1 

Decision Inception 



Ctcry act of decttion making must hate a beginning 
One course of action maij stem from the sheer creatitc 
geiuus of an individual Another may originate from 
a simple bit of information that the marketer tnad‘ 
vertenthj has encountered Chapters 1 through 4 de- 
scribe the different ivatjs in which decision making 
can commence as well as ways tn which the marketer 
can improve own efforts at this early stage of the 
decision making process 

After Chapter 1, which sets the stage for a simple 
understanding of the process. Chapter 2 describes ton 
ous situations that can lead to the origin of a decision 
structure m marketing Both Cluipters 3 and 4 discuss 
the marketing environment and the sources of evidence 
for this environment 

All four chapters enable the reader to view the be- 
ginnings of decisions, directing him to the recognition 
of the contribution of information to this initial for- 
mulation of the decision sinicture 



Experimentation and quantification of 
human and social behavior mill mark 
the intellectual revolution of ijour 
time. 

— KincM/Vn' Bret^’ster, Jr. 


Vivisection 

of the Marketing Decision 


M ARKETXVG 7S a FORjnDABLK, E-XPOSED, AST) XtYSTERIOUS BUSIVKSS ACm’m'. 

It is formidable because it must bear llie bnint of all business enter- 
prise goals: to market goods witli sufficient efficiency to produce an ade- 
quate return on investment. This is a formidable task. 

Marketing is exposed because virtually all marketing decisions are held 
up to public or private \ie\v. Marketing decisions arc known to all persons 
within llie organi7ation, to stockliolders, to competitors, to the government, 
and to the public. The marketing decision maker is always subject to sec- 
ond guessing. 

And marketing is mysterious because, unlike finance and production, it 
involves tlie highly difficult task of predicting what users or consumers will 
desire in the near and distant future. Marketing bears the malar responsi- 
bilit}' in the firm for cv'aluating and predicting market beliaWor, The es- 
sence of modem society is change. Production precedes consumption, and 
prediction precedes production. The future behavior of consumers is crucial 
to the marketing man.’ 


The Deq-sion Maker rs M.vR)3m.vc Today 

.As all practitioners and students of marketing know, tin's business activ- 
ity embraces those company efforts tliat influence the movement of the 
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firms products — from conception to use bj the ultimate consumer The 
compan) that truly embraces the marketing concept relies on the ultimate 
consumer to dictate what wnll he produced, and it organiEcs accordmgl) It 
IS not enough to say, “Our company is marketing-onented." Neither is it 
sufficient to state, as is often the case, “\Vc nosv have a mcc president m 
charge of marlcebng We are finally marVeting-onented.” Such phrases are 
frequently hollow It is essential that company managements recognize the' 
fundamental importance of relying primarily on consumer needs and de- 
sires, reflecting that recognition m marVclmg decisions and organizing in a 
w a) that can best achieve these marketmg-onented goals 

Along with the adoption of the marketing concept bj a great many 
firms goes the realization that the marketing process itself is becoming more 
and more complex The marketing manager of today and tomorrow must 
be a problem solver in a very real seme Scientific methods of decision 
making arc on the increase W ilh the adient of adi meed systems of infor- 
mation collection and analj’sis the marketing manager must thoroughly 
understand the decision making process Tlie marketing mans leadership 
role has gradually shifted from emphasis upon personal inspiration and 
molintion of others to primar\ concern wath organizing actmlies and 
dc\ eloping a marketing team Planning has become less and less an inlui 
tive act and more and more a matter of research The contributions of 
economics, statistics psychology and sociolo^ to the solution of marketing 
problems have been growing steadily At the same time the executive has 
Ind to face the challenge of leammg and understanding at least partially, 
what these disciplines involve* 

If the marketing man of tomorrow is to keep from becoming obsolete, 
he must be able to go further than normal problem solving With the 
nvaihbility of inordinate amounts of information, the marketing manager 
must be better trained m research ways of thinking He must understand 
the role of mformation and its contribution to the decision He will, too, 
become more an administrator of “complex combinations of operations 
research teams — telling them what to feed into their programs mediating 
among competing researchers with competing research disciplines, and 
mediating among line and ri^carch personnel The marketing executive 
who wants to avoid becoming the passive victim of slnclent research scicn 
tists who vigorously claim more and more ability to tell management whals 
right and wbats wrong will have to be able to talk their language, under 
stand their techniques, coordinate their efforts and direct their zeal In 
marketing, decision making is not something one neatly sets aside for ccr 
tain occasions To the contrary it is a complicated, little understood, con- 
stantly used process — and constantly changing 
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The late Wroe Alderson once said aptly; "To solve a problem is to 
reduce uncertaint)' by gathering and analyj'ing information.” .\s with manv 
a generalization, it is difficult to quarrel with such a profundit)’. But the 
solving of a problem in marketing is complex. Wffiile the uncertaintv' of 
outcome can be reduced by gathering and analyzing information, the s'-ork- 
ings of die decision making process aimed at solving a problem are iiOt as 
simple as Alderson’s phrase implies. 

Business transactions liave come a Ion" wav from the da\s of Adam 
Smith, die oft-quoted 18th-century political economist. Microeconomic 
tlicojy, based on the rigorous thcor}' of consumer choice, relics on the 
rationality of the economic man; it holds that price and output operate 
under knoim, well-prescnbcd market conditions. To the marketing man, 
however, price is only one variable He must take into consideration .is well 
such acthitics as adscrtising, the selling effort, product de\< lopmeiit and 
change, and distribution 

As George II. Brown said. “.Most economic theorists nppirentls con- 
ceive of the marketplace as a sinctll open square m which prothicers display 
their wares, rent free, and to which consumers Irasel to inspect t!ie oifcr- 
ings and to make their purchases on a cash-and-carry basi^. In ties pirticn- 
lar world there arc no brokers, no wholesalers, no rclaih rs, no railroads, no 
delivery' (rucks, no adscrtising, no salesmen — m short, no marketnu;. ... If 
the economist w.is not wrapped so securely in the cloud of coinparatise 
sf.itistics. he would not onh recognize tins lint would abo realize that the 
probh 111 of introducing the results of technological process into a big, busy 
market requires a giesit deal of adicrtising.iiul selling 

Marketing has been called “.ipphed ceonomics." Some marketers red)'! 
at anv identification with the fielci of e’conomics, preferring insteMcl to \ue\ 
marketing as an independent discipline The fact is, howevir, ih.it the el sy 
of the rational consumer is gone Toeku tlie consumer is a complicated, 
emotional, irrational, eoufiiscd indiiidual with ,i ve n short memory Pre- 
dicting the behav ior of this marketing ‘ anim.il " e ntaiK a s .iru’ly of de se np- 
tive disciplines, including economics but cmbr.itmg aho soci.il pvychologi. 
logic, sociology, and psychology, plus the an.ilytical ehseiphnes of statistics 
and operations research. Marketing rescan h, the infonnation i! arm of 
marketing, is poreasisc. drawing on the complete intenhsciphn tr.' . p- 
proach in pronding infonnalinn to business in.an.igemcnts during the ti< ci- 
sion making process. 
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Strdctubinc niE Maekettnc Decision 


Decision malcing is the stamp of the marketing executive A i-alid 
measure of his status wtliin the finn is the extent to which he partici 
pates m and influences profit affecting deasions 

Even the smallest of companies makes dozens of marketing decisions a 
daj Such decisions maj range from those having a profound effect on 
profits such as acquisition or diversification decisions to those that could 
easily be decided by a flip of the com The making of the former t)pe maj 
take months or even years Com flipping decisions obviously, require little 
time Despite differences m the magnitude of decisions all contain some 
universal elements The “steps” one takes in making any decision arc Uic 
same although some of these arc bypassed dunng the makmg of relatively 
simple choices 

Skill m making marketing decisions is a teachable ability To under 
stand problem solving is as useful in marketing as it is m physics Yet the 
very nature of marketing renders decision making in this field far more 
hazardous than in physics where an almost unlimited number of facts 
exists and where the physicist can manipulate his materials as much as his 
safety and ingenuity permit In marketmg there are few if any axioms that 
wall aid the marketer dunng the decision making process for bis individual 
company Marketing precludes the existence of any centralized theoretical 
core It "has no theory defensible on the grounds of its logical consistency, 
philosophic adequacy or expenmcntal foundation ”* The marketer for tbe 
individual company must treat each new situation as the occasion for a 
separate decision with little opportunity to draw on any existing bodv of 
knowledge of the sort that tends to develop around the more advanced 
sciences 

As every high school freshman who has taken general science knows 
there are some basic steps to be taken in solving a problem 

1 Define the problem 

2 State the alternatives 

3 Gather and analyze the necessary facts 

4 Draw concfusions 

Millie m essence there is nothing wTong with these steps they are 
ambiguous when used in making a marketing decision “Define the prob 
Icm” sounds deceptively simple Mint problem^ Define it in wlnt w iv’ 
How does one arrive at the altcnativcs’ Mint diti should be gitltrtcl 
and how should they be analyzed® Do the conclusions n fleet tin dita® 

Descartes the tlislinguishcd French philosopltr ibout 300 vtirb i^o 
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aUempfed to simplify problem solving by listing four principles'* to be em- 
p!o)-ed: 


1. Put all preconceptions out of mind. 

2. Break the problem up into its parts. 

3. Solve the cas)’ parts first. 

4. Recheck to make certain nothing has been left out. 

These basic principles will aid anyone in the logic of problem solving. 
At all times during the decision making process, it snll be well to keep 
them in mind, for they are basic, even though general. Tlie notion of 
banishing all preconceptions is an obvious first step in making certain that 
no bias or prejudice will warp one’s thinking. Certainly breaking the prob- 
lem up into parts and attacking the easy segments first is logical bevond 
question. Rcchecking is always a worthuhile step in order to make certain 
that all phases of the problem's solution .ire handled in a logical fashion. 
In marketing, rcchecking is particularly important because the speed with 
which many marketing decisions must he made often encourages rather 
serious gaps. 

Other logicians stress the need for “stating the problem first before 
attempting to solve it.” Such admonitions seem '•o!f-e\ ident. One can hardly 
fjuarrel with tlie contention that .all aspects of the situation must be placed 
in perspective before steps should be taken to develop corrective or reme- 
dial measures. However, if skill in problem solving is to be learned, mean- 
ingful and concrete approaches must be developed. This ins’olvcs the 
breaking of the marketing decision into many p.irts: .struct iiruig the market- 
in^ decision. 

Several attempts to apply the “scientific method" have been made. 

O.venfeldt expands the basic steps .and rearranges them;' 

1. Formulate each problem clearly and sharply, and in a fonn that 
lends itself to maximum verification by the me of es idenre. 

2. Gather available evidence bearing on the problem. 

■3. Arrange for the collection of additional infonnation that would 
contribute to a solution to the problem — within the finanei.t! 
means of the finn. 

4. Organize and an.alyzc the infonnation gathered in a manner tli.it 
will shed maximum light on the solution to the original pioli’ern. 

5. Formulate conclusions suggested by tiie c. idenev Info hypoth- 
eses-, each of which implies a potcnti.il solution to the origin.il 
problem. 

6. Test the iivpotiie.scs to the fullest extent jios.sible. 
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7 Male a list of al(emah\e solutions to the problem that ha\e 
been discarded in favor of the one selected 

It IS readily apparent that these steps are more helpful than the four 
simple stops drilled info the high school student Esenso hosiever the use 
of certain ambiguous terms continues “Formulate each problem “ “maxi 
mum \enfication “gatlier available evidence" “analyze the mformation" 
“tist the h\'polhcses" — these are terms and phrases without sufficientlj 
specific meaning for the marlebng decision maker How does he go about 
“formuhting a problem”? MTiat evidence should he gather^ In uhat nay 
should the information be organized and anal^'zed and the hj’polheses 
tested® 

Patrick J Robinson and David J Luck disade the promotional decision 
miking process into uhat they call "adaptive planning and control se- 
quence ” or APACS * They list eight steps 

1 Define problem and set objeebves 

2 Appraise overall situation. 

3 Determine tasks and idenhfy means 

4 Identify alternative plans and mues 

5 Estimate expected results 

6 Obtain review and decision bj management 

7 Provide for feedback of results and postaudit 

8 Adapt program if required 

APACS was developed durmg Robinsons md Lucks ihstussiom of 
promotional decision practices vvitli 12 miss mirktters in the tnitul Si ites 
In a study sponsored by the Matketmg ScKncc Institute the t» Jit steps of 
APACS ire described in some detail clanfving the meaning of some con 
slantly used ambiguous terms This same discussion desenbes some of ifu. 
deterrents to sjstematic decision making found to varying degrees within 
the 12 companies studied Most of these deterrents relate to the idiosyn 
envies of the individual firms and m themselves do not represent a basic 
fallacy in sojihisticated systematic decisionmaking m marketing 

Harry L Hansen in his thought provoking discussion of the use of 
generalizabons ruses some inteiesbng objections to breaking the total 
process into specific parts • 

Some students find this useful others gam little from it for reasons that 
thev find dilficultv in describing others end by so forcing their thinking 
into this outline tint it becomes a Procrustean bed Mans students fo 
ever find the outline d/jappoinhng Something seems to be missing Ho" 
for example does tl e student move from “defining tl e problem’’ to "de 
termining tiie alternatives'? What the student appears to achieve w th 



21 


VivKcciion of the Marketing Dccuion 


his “system” sometimes seems to be no more than a lot of bricks stacked 
upon each other to form the shape of an intellectual house. 

But where and what is the mortar that holds these bricks together? A 
similar question faced the early pss'cbologist e.vperimcnlcrs. Their .sub- 
jects reported that in critical stages of their thinking they experienced 
flashes of insight, ideas, or concepts that could not be analvVcd into con- 
stituent parts. Apparently important are.is of though.', were not conscious. 
It also began to become evident that the w.ay subjects describe their ap- 
proaches to tasks did not correspond to the manner in which these sub- 
jects actually worked on these tasks. This latter conclusion is illustrated 
again and again when we find students studying cases in w.ar s quite dif- 
ferent from the systematic approach of their verbalized outlines. 

Still many of these students allege that the concept of a sx-stcmatic ap- 
proach is useful. '\\Tiy? cannot be sure. We may conclude that while 
a student’s ability to analyze may be increased by tJiis method, it is only 
one step toward improving anablical ability. There is cle.irly something 
else operative. 

Wiilc Hansen raises some sensible objections to structuring .a gi'cn 
case, it is this author's opinion that skillful decision making calls for the 
.systematic, analytical, stnjcturing approach at all times. There .should be no 
difficulty in moving from “defining the problem" to “defennining tin- alter- 
natives” if the procedure is completely flexible and cmploy.s terms that arc 
understandable. One of the rca.sons why many persons do not know how to 
move from one phase of the decision making process to another i.s tliat 
thev are in a baffling maze, not hxowing prccischj nhcrc thcij arc in the 
total process. Many marketing dedsions have faltered merely bcc.uisc the 
decision maker did not recognize the need for staling all the .alternatives. 
Some decision makers err by talking in terms of data to be collected without 
first determining the alternative courses of action. Still others fail at the 
outset when tlie need for some change is present, but they fail to recognize 
an endronment that calls for some course of action. 

Tliese various aspects of the decision making process are definable and 
flexible, calling for the ultimate in crcafis'ity and logical llionght processes. 
Once the marketer has grasped Uie various dedsion making .steps and the 
relationship between data and improved dedsions, he will has’e m.astcr<‘d 
the most important responsibility of any business c.vecutivc: the making of 
decisions tliat will maximize tlic e.vpccted long-run profits of the firm. 


Basic Dutsions of hie Mariietikc Decision' STnccruitE 

Tlic decision stnicturc and the “decision tree” arc not one and the same. 
The former refers to one specific course of action and the many steps tiuil 
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lead to the final decision The latter pertains to a sericr of decisions, 
sequenced in accordance \\ ilh certain e\enls and information 

Any given marketing deasion can embrace man) intradccisions of a 
s’anety of types before am\ing at the final determination Deasions as to 
whether something should be done at all, what the altematncs might be, 
how quicUy the decision should be made, whether new information should 
be obtained, how much mone) should be spent to gather this information 
what technique should be emplojed in data collection how the data are to he 
interp»’eted — these and man) other activities are in essence “small wheels 
withm one big wheel * The decision slrticturc, then relates to those aclm* 
ties and efforts that lead to the mikmg of one specific decision 

Any given course of action could very \ ell be one in a “decision tree” 
senes of decisions In fact, rarcl) are decisions isolated Decisions of the 
future will most likely be influenced by the outcome of decisions made 
today If a marketer decides to introduce a new product that step could 
be looked upon as Decision 1 Defennining the cbanctenstics of the prod* 
uct could be Decision 2 the package Decision 3 The scope and nature of 
the advertising could be still another, subsequent decision which would be 
influenced by prior actions For example whether the extent of the adver 
tismg should be increased or decreased could ver) well be affected by 
interim information on the sales performance of the product Thus one 
initial decision leads to a senes of decisions all related and dependent 
upon the outcome of pnor determinations and mformanon obtained as the 
firm proceeds along the perilous path leading to adequate profits 

In a more strict sense of the word, die decision free combines (a) 
ocfion cho'ces with (h) different possthJe events or results of action which 
are partially affected by chance or other controllable circumstances For 
some reason decision trees desenbed in the literature tend to grow horizon 
tally, from left to nght, rather than vertically as real trees do Perhaps those 
engaged m some of the advanced decision theory involving joint and mar- 
gmal posterior probabilities reflect a subconscious fear that the ultimate 
aspects of the decision tree will leave them either too far out on the limb 
or up m the clouds 

The decision structure, on the other hand, is a vehicle whfereby the 
decision maker can approach the specific decision m a systematic, even 
scientific manner This one decision, a^m, need not be an isolated decision 
and in markelmg is rarely disconnected or completely detached from sub- 
sequent courses of action A mastering of the marketing decision structure 
aids m the more profound use of the decision tree 

Let us look mside the making of a decision ^Vhat Is its structure’ UTiat 
are its component parts? \Vliat steps or phases of the decision making 
process does one move through in order to arrive at the “best” course of 
action? 
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Locating the alternatives for consideration. As someone once snid, " If 
one does not have a choice, he does not face the problem of selection." A 
mild rephrasing might be: “If there are no alternatives, there is no prob- 
lem.” In still other words, if there is no other course of action, the decision 
has already been made. 

The forerunner of any decision must be the posing of the alternative 
courses of action to be considered. This is tlie first basic disision of the 
decision structure. One can develop the plausible argument that locatint; 
the most fruitful alternatives is the most important aspect of the decision 
making process. To select one of two alternatives when a third, not even 
posed, would have been more profitable is not only inappropriate but 
c'ostly. It is vsitliin this broad area that we arc searching for alternatives. 
Tliis is the creative task. It is innovation. 

Writers on decision theory often seem to imply that the alternatis'cs 
have been culled from a comprehensive list and clearly stated; that the 
alternative decisions are well defined. However, the creative side of the 
decision must develop the "list” of alternatives. ^V’iiefhcr these alternatives 
are difficult or easy to locate will of course vaiy' with the nature of the 
situation. Wien a edmpedtor raises tlie price of a product, the alternative 
may be simply to meet the price or not to meet the price. On the other 
hand, Robert S. Weinberg develops tliis hj'pothetical situation with regard 
to media selection:*^ 

Suppose there are only four different media av.iiJnblc to an advertiser 
and the problem is .simply to decide whether or not to use each one. Thru 
there arc .sixteen po.ssibic alternatives (use all four, use any four conibi- 
nation.s of three media, six combinations of two media, and so fortlri. 
^Vith thirfv media, the number of possible combinations rises to over .a 
billion. Since there arc thousands of media vehicles avail.ible to n.ition.d 
advertisers in the United States (around -1,000 r.idio stations, some l.SOi) 
d.aily new.spapers, and so on) and since there arc also decisions to rii.ibe 
about the extent to which each is used, llic number of allenialises actu- 
ally available to a national advertiser runs into main- billions. 

Other marketing situations arc no less complex. Consider, for e.xample, 
the marketing manager who must face up to the task of how to alloc.ite his 
marketing dollar — not merely his advertising dollar. Such an assignment 
•staggers even tlic most capable of marketing managers, but tbo fact is ibat 
alternatives must be posed prior to any agreement as to which final cotnsc 
of action tvill he pursued. Tliis is tbc first broad area within tiie decision 
structure; recognizing a need for change, seeking the appropriate allcrna- 
fives, and agreeing upon the alientatives that icill remain under considera- 
tion. 

Selecting the most profitable alternative. Tlie second bro.ad disdsiori of 
the decision structure centers about the selection of the most profitable 
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course of action This embraces the process of rahonal problem anal)-sis, 
coupled sophisticated quantitatne approaches It js here that the 
operations rcsearclicr, the mathematical model builder, the decision theonst, 
and others stress the essentiality of the probabilistic approach to decision 
making Houever, in this elegance it is often easj to overlook the inherent 
maccurac) and invaliditj of the input data on which the decision selection 
wall be based 

An even more dilBcult problem is relating the need for data accuracy 
and validity to the profit consequences of a wrong decision To what extent 
is there agreement among the decision makers as to which alternaln c is to 
be selected — before any information is obtained? Should thej rel) on their 
ovvTi judgment or that of professionals or experts in the fieW^ If dita are 
sought in order to reduce uncertainty, to what extent does the tune clement 
influence the cnlena on which the decision wall be based^ 

It IS important to remember that the marketing manager of this genera- 
tion has not jet been adequatclj schooled in mithcmatical quantification 
to a poult where he is walling to rely on this aclivitj as a sole basis for his 
decision making Tins is all the more reason whj it is essentia! (hat the 
decision making process m marketing be approached on a logical, rational, 
systematic bans 


The Makkfieb's PsatFORMANCE 


Despite recent advances the marketing activities of most companies are 
grossly inefficient Yet, of all business functions, marketing offers the great- 
est opportunity for eliminating the profit squeeze This means, sunplj, that 
decision making within the firm must be unproved because everj “wrong" 
marketing decision reduces the company's profits 

A “wTong” decision is difficult to define In a broad sense it means that 
anj time a marketing decision has been made and a better one could has e 
been made, the former can be labeled “wTong ” Some tune ago the advertis 
mg manager o{ one o/ CfticagJS largs ateat procesrovy cr ssx-d Aai e 
proached the execubve vice president with a recommendation that the 
advertismg appropnation be mcrcased from S9 million to S12 million 
The executive vice president’s immediate response was “But I dont have 
any evidence that the first $9 million have done us any goodl” Perhaps the 
corporate profits would have been greater if the company had spent, not 
$9 million, but $18 milhon Or, instead of the initial S9 million, greater 
profits might have resulted if only $5 million had been allocated to advertis 
mg To be quite meticulous a^ut it, there could have been only one 



25 


Vivisection of the Marketing Dccivon 

“correct" decision; all the others would have been “wrong.” However, such 
precision in marketing dedsion making defies reality. 

During the early days of the A. C. Nielsen Company, Ciiicago-based 
international marketing research firm, Mr. Nielsen continually "declared 
that six out of every ten marketing decisions were “wTong.” Tliis contcntion 
jarred many business managements. MTiile, however, Mr. Nieben’s state- 
ment is subject to some challenge, he did support it by pointing out that, if 
marketing managements had knoxra prior to a decision what tliey knew 
after the gathering of additional data, in sLx out of ten cases they would 
have changed their decision. 

Most members of marketing management in any company can recall 
erroneous decisions. Small dedsions can be reversed witii no penalty. But 
the more important profit-affecting decisions such as those related to prod- 
uct design, advertising copy, price, or package have been reversed or 
altered time and time again — after the initial decision was found to be 
"vTong.” As an executive of a large corporation long honored for its good 
management once said, “Tlie number of undisclosed ten thousand dollar 
mistakes made in this company ever}' day makes me shudder.”** 

For )'cars the old cliche that four out of five new products fail has been 
bandied about. The origin of this commonplace has apparently never been 
documented. But even if one discounts it by 50 percent the accusation is 
one that should cause managements to become disturbed about the high 
cost of poor decision making. Despite new product departments, initial ap- 
praisals, feasibility analyses, ev'aluation fonnulas, marketing researcli, test 
marketing, simulation, heuristic planning, and dm employment of consult- 
ants and functional specialists, success is not assured. Sophisticated cost 
accounting portraying the high cost of new product failures alone should 
motivate company executives to take a penetrating look at the reasons for 
“wrong" decisions. 

New product failure is not, however, die only marketing eulprt haunt- 
ing management. "WTienever any different course of marketing action could 
have increased corporate profits, the decision making process has not been 
performing adequately. And die inability of marketing men to perform well 
at the decision making table adds to this great inefficiency in marketing. 
It is because of this inordinately high cost of marketing that managements 
are asking why decisions are being incorrectly made. 
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h is better to create than to he 
learned; creating is the true essence j 
of life. i 

— Reixhold NiEBUim j 

i 
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Genesis of the 
Marketing Decision 


T ins BOOK IS BASED ON THE RATIONAL APPROACH TO DECISION MAKING: 

logical, systematic, scientific. This does not mean that attribute; 
such as creativity and intuition are stricken from the process. Creativity is 
vital to VT'rtually all decisions, and intuitive flights are tlie basis of many 
business decisions. “Rational ” as used here means tliat the marketing m.in 
must develop clear concepts with regard to the logical processes through 
which the marketing decision must go. At all times he must be aware of llie 
decision stage, conscious of where he is at all tunes and where he is going. 
He must know when additional creativity is called for and when a decision 
can be based on intuition. 


The Rational Versus the SciE.vnFic .\ppro\ch 

Is the rational approach the same as the scientific method? Tlie Conner 
is a broader tcim. It includes the scientific method. With the rational ap- 
proach, there are times when the .scientific method appears to be 'irin-ulv 
bvpns*:ccl. In fad, in a variety of circunisUincc.s it is likel} tlint t n scienli ic 
inetbod cannot be justified: in making unimportant decisions, for example. 

Specifically what is meant by the scientific method’ In bnef, an os-er- 
simplified concept of scientific method calls for proceci ing lirougi oiir 
simple islcps:^ 
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1 Obsen-ations 

2. Measuiements 

3 Hypotheses 

4 Theones 

During the initial step obser\'alions are made and measurements talen on 
the hypotheses that ha%e been developed. These hypotheses stem from a 
wide vanety of sources all of which wiU be discussed in Chapters 2 and 3 
W ith the scientiGc method the hypothesis is continually tested until one is 
satisGed that a theory has been developed. Presumably this leads to a con 
elusion or generalization on which the decision maker is willmg to relv 
Tlie decision maker employing the rational process must determine 
through simple reasoning when certain decisions must draw on the scicnti 
fic method In actual practice many decisions must be made so quickly that 
any thought of employing the scientific method would be ludicrous There 
are occasions when a highly important marketing decision must be made 
within 48 hours True the profit consequences of a wTong decision could be 
disastrous and m this light one could argue that it is folly not to employ the 
scientific method However 48 hours tunc simply does not pcnnit such an 
approach The deasion must be made and it w ill be made— with or without 
appropnate observations measurements hypotheses or theones Under the 
pressure of hme the decision maker insteid draws on the counsel of an 
expert or croup of experts and a judgment is made — all pnor to the 48 hour 
deadline ^is is not the method It is the ralxonoX decision maker 

in action 

^\^llIe the business world is studded with crowning achievements in 
which marketing men have played a leading role failures strewn along the 
path increase the cost of marketing and ultimateU reduce the profits of the 
enterprise These failures in one fonn or mother are a reflection not so 
much on the judgment of the marketing man as on his mability to grasp the 
basic concept of the decision making process A decision begins at a given 
place It meanders along a bumpy path until a course of action is chosen 
The marketing man who does not understand the elements of the process 
is more fitefy to agree to an meorreef course of aefion than msrieter 
who knows at all times where he is along the decision road 

It IS essential that the marketing man understand the means of creating 
and developing alternative courses of action He must be able to slot the 
altemalu cs into place so that two or three or even more decisions arc not 
involved m what should be a single decision To understand the rational 
approach to decision making is to say that one thoroughly grasps the sacn 
tific method and knows when to employ it The rational decision maker is 
incisive to the pouit where he corr^y interprets management- disagree 
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ments in the form of uncertainties — uncertainh'es that must be reduced. To 
make the "best" decision the marketer must first comprehend the basic 
elements and structure of the decision in a rational U'ay. 


Market Planning and Decision Making 

'IVords or terms such as “market planning,” "marketing policy," and 
“marketing strategy” have such a high level of generality tliat the)' fre- 
quently de\'elop into a contest in semantics. Market planning, even if one 
could arrive at a workable definition, s'arics greatly from one firm to an- 
other. Most enterprises are multiproduct companies. One is hard-pressed to 
think of a firm tliat markets only one product — ^be that firm a manufacturer, 
wholesaler, or retailer. This means that tlie top planning level for the firm 
must embrace the total enterprise and the allocation of funds to all prod- 
ucts. Each of these products ultimately demands its oun marketing plan- 
ning, with varying amounts of marketing effort allocated to it A different 
marketing mix is then required for individual brands, all selling to a wide 
variety of customer ty’pes and frequently through different diannels. Ulti- 
mately it comes down to a myiiad of decisions in a given sequence, all highly 
interdependent Each decision obviously calls for a specific course of action 
and results from a series of steps; that is, tlie decision structure in marketing. 
The Marketing Decision aims at improving the specific decision which, 
regardless of how it originates, must conform with the company’s statement 
on strategy and planning. 

Total market planning is tlie result of top management thinking, but the 
great number of decisions made by middle and lower management spells 
its success or doom. One cannot i^ore tlie importance of these middle- 
or lower-level decisions which are largely line in nature. To allocate a given 
amount of the company’s financial resources to advertising, selling, product 
development, and other marketing activities merely signals tlie st.art. 
^Vhcthcr the subsequent acts are correct will have a profound effect on 
corporate profits. It follows tliat any discussion of tlie marketing decision 
must prepare the marketer for decision malting at all levels of managerial 
importance and for all tv'pes of decisions within each level. Some such 
decisions are years in the making, while others often arc resolved within 
the framework of a brief telephone conversation. 

All decisions, reg-ardless of management level or decision type, follow 
the same procedure. Tliey all begin and they all end. Some embrace more 
steps or phases than others. Data arc required for some decisions, not for 
others. Some decisions have numerous aUematives; others have only two. 
In some instances the course of action is obvious, and the marketing deci- 
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Sion makers agree qmcklv as to the appropriate course of action Otlicr 
situations pose altemalncs about \\h ch there is great argument Some 
decisions must be made under tremendous time pressures Otliers ate made 
in a leisurely fashion 


Tie Mabketinc E^■\^Ro^^E^^r 


In a most general sense all decisions originate wth the rccognibon of a 
“problem" Kepner and Tregoe* contend Uial “e\er> problem is a dein 
lion from some standard of expected performance and that a change 
of some Jjnd is al\ia}s the cause of a problem " They replimse this bv six 
mg that “a problem is a deviation between what should be happening and 
what actually is happening that its important enough to make someone 
think the deviation ought to be corrected Some unwanted change produces 
this unw anted effect m place of the desired and expected effect 

How does one go about determining whctlicr some dcxiation or change 
IS in order’ If a marketing decision is m the offing how does it begin’ 
What is Its genesis’ The entire process begins with a recognition of a par 
ticular environment a morkrtmg envaronroent Something is happening that 
causes the maxkebng decision maker to sit up and take notice— and per 
haps later recommend a course of action which uhimatel) mav or may 
not be adopted. This environment may be the whim of a liousewife who 
voices her fnistrabon by wnbng a letter to an appliance minufacturcr, 
complaimng about a problem she has with the operation of the off-on 
switch Such a letter may represent the view of onlj one person but have 
sufficient merit to justify investigation on the part of the compan) s man 
agement The single vuice of this consumer at any rate is cnougli to 
cause a marhebng man to query his design people and decide to look 
further into the situation ^\^^ethe^ something happens or does not happen 
is not the issue here The fact is that the deasion has stemmed from ma'i 
agement s recognition of an environment which m this case is the rcaliia 
tion that a design diange in an appliance may be in order 

In bold contrast to the housewife s frustration an environment maj be 
created by an act of Congress The Robinson Patman Act relating to 
pnee discnmmabon among different bii)ers of products with similar quali 
ties m similar quanbbes had a profound effect upon the practices of mass 
marketers and the decisions being made by them. Similarlv the price a 
company decides to place upon its product is frequent!) gov croed h> a 
recogmbon of some governmental regulation The existence of this govern 
mental ruling the recogmbon of its existence, and the realizabon tiiat 



Gcnr.’n.'i of the MarT:ciing Deewon 31 

“sometln'n" slioiilcl he done” in order (o adjust to it can be generally tenned 
a response to a particular marketing environment. 

Government action as a markclin<r environment mav abo stem from 
some govcmmcnl-crcalcd agency, such as a stale highway department. 
The owner of a gasoline service station on tlie outskirts of an urban com- 
munity suspects that be soon svill e.xperience a substantial decline in sales 
volume in view of flic bigfiway departments decision to build a bypass 
around the city. Tlic marketing environment is the niling on llie part of the 
state highway group. The sciv'ice station owner can adjust to this ruling, 
and Ills adjustment — ^svhatever he elects to do about it — is the decision. 
In between arc many steps or phases. 

Tlie interdisciplinary findings of economics and the behavioral sciences 
have contributed substantially to marketing men’s recognition of their com- 
pany or product environments. ‘‘Tlie business outlook” emanating at each 
year’s end tells the marketer what he can anticipate in the way of eco- 
nomic activity during the months ahead. If sustained activity is predicted, 
tlie marketer will assume a given stance, from which a variety of market- 
ing alternatives may be posed. If a decline in the countr)'’s prosperity is 
forecast, the marketer is faced with a dilTercnt situation, an environment 
that causes him to wonder whether .some form of adjustment should be un- 
dertaken. Such a change in businc.ss activity is a marketing environment. 
It suggests that some changes in marketing direction may be in order, thus 
setting the stage for the development of alternative courses of action that 
should be considered. 

Tlie psychologist, employing popularized theories of motivation re- 
search, develops certain notions about groups of people that give the mar- 
keter an msiglit info (lie possible thinking of existing or potential cus- 
tomers. Knowing that highly gregarious women arc two and one-half times 
as likely to be marketing opinion leaders as less socially active women does 
not lead a decision maker to an immediate course of action. However, it 
may cause a marketing man to be aware of an ensaronment that in turn 
could have some effect on his company’s communication pattems. It could 
be the origin of a decision. It is the recognition of a marketing cinaron- 
ment. 

Frcfjucntly a new generation of company leadership is rccjuircd in 
order to create a willingness to recognize certain marketing environments 
and the ultimate need for action. Often older managements become .staid, 
defensive, and reluctant to change. New managi.'ments, in contra.st. arc 
anxious for greater suect'ss and are able in many instances to recognize 
marketing environnicuts that should result in .some change in marketiug 
effort; marketing decisions. New m.anagemcnls frequently have a gre.jtir 
capacity for ingenuity and the ability to perceive marketing opportunities 
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often passed over by their elders The recognliton of the compantj’s or 
products nwrleUng environment is the beginning of the marketin'’ de- 
cision, Its birth, its genesis 


CnEAiTviir AND Innovation in hfAKEETTNC 


While environments may come to light in some obvious wajs, sudi as 
the passmg of a law or the acbon of a competitor, many decisions ongmate 
out of sheer creative insight or inspired unagmabon 

Creativity has been termed “the elusive element m scientific market 
mg There seems to exist withm the human psyche an abiUt) — a weak 
and difficult to arouse but nevertheless a true ability — to anticipate more 
surely than scientific means yet make possible the ^e and delicate shells 
of human aspiration one is likely to find on the beach tomorrow This is ac- 
comphshed to a large degree, through the use of fictions which the creative 
mmd brings into being It can be called speculative meditation— pure 
creahvity It emerges, almost without warning, from the mind It is a new 
thought, prompted perhaps by nothing that now exists 

TTie growth firm of the future is the one with the greatest ability to 
think up new and novel ways of providmg customer satisfactions It is a 
company whose management people have prophetic insight— which, at 
this mibal stage of the decision making process, docs not require com 
puters, simulation modeb, or sophisbcated programmmg devices That the 
role of creahvity is becoming more and more essential to the growth firm Is 
evident in the trend toward competiHue equalization It is becoming more 
and more difficult for managements to maintain a long run compelitne 
edge in view of this trend — a trend conducive to equalizing marketing op- 
portumbes except for crcatioity and managerial skill Production costs tend 
to be highly similar m view of the modem, effiaent machmery and meth 
ods available and antimonopoly laws that discourage one company from 
mamlammg complete integration of all processes from raw material 
through manufacture and distnbuhon New product development offers 
companies short run advantages, because patents do not provide the pro 
tecbve wall they once did, they have little effect m the overall situation 
Rarely is a new product introduced that catches all competitors by 
complete surprise With their vanous methods of research and communica 
bon, it IS difficult for compames to build long periods of lead tunc As 
David K. Hardin slates * “So knowledgeable are all firms with regard to 
compebtors' testmg of new products that many firms are bypassing the lest 
marketmg step m order to mcrease the competitive advantage resulting 
from this added lead “ 
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Certainly creativity' or innovation is a reflection of one’s unwillingness 
to settle for the tried and true. To quote Peter G. Peterson:’’' 

Tlic real premium will go to those who individualize themselves, to those 
who anticipate, to those who lead, to those who try the untried; in shoit, 
more than ever, this is the market for the bold. This is the market for the 
innovator. 

If tliis is the appropriate overall strategy, . . , then what arc the implica- 
tions for marketing professionals who arc devoted to the advancement of 
science in marketing? Part of my .anstver depends jipon our conception 
of science. If we see science largely .as methods and tcchnitjncs th.at in 
themselves can provide .answers (incidentally, I most cmphatic.illy do not 
see science in this light), then I would say that I do not feel science c.an 
provide the kind of imaginativ'e marketing answers that I believe arc 
necessary. As Charles Kettering once pointed out, “You don’t do re- 
search in the laboratory. You do it in your head.” . . . 

Richard Scars, founder of Sears, Roebuck, w.as thought to be a rather ir- 
responsible maverick when he developed the method of selling by direct 
mail with aggressive promotion. Mr. Birdseye was a man who simply 
knew that frozen foods served a real need. For the first few years, not 
many people, including consumers, seemed to agr-c with him. Mr. Rom- 
ney (then of American Motors) couldn’t tell whether people “vv.antcd” a 
compact car by reviewing av.ailable data. He simply had a deep convic- 
tion that the time w.as ripe .and that these cars serv'cd a need. Outdoor 
movies were originally considered quite a fantastic notion by nearly ev- 
crv'one at the time of their inception. Cars were to travel in, not to watch 
movies in. 'Fhese were men with commitments. 'Tliese men innovated. . . . 

I’etcrson condemn'; the marketing a.xiom. If tlicrc must be .a dogma, 
he contend.s, it could be labeled the “principle of opposites.” According to 
this line of reasoning, almost all significant marketing innovation.s have 
been direct contradictions of principles once accepted as irrefutable. For 
c.x.amplc, the record clubs refuted the claim that people had to hear phono- 
graph records prior to purch.ase. And Avon’s success in door-to-door s.alc 
of cosmetics upset the notion that such products had to be presold by 
advertising.'"’ 

It is not necessary to c.xhort the marketing man into creativity and in- 
novation. This is not somctliing that can be commanded or artificiallv in- 
duced. Innovation tends to flow more Aften from the creative minds of the 
company’s managerial levcks — a fact that can be readily e.xplained wlien 
it is recalled that top management is e.xposed to the bro.ad spcclniin of all 
marketing problems. .Morcov'er, the corporate leaders liavc arrived at the 
top echelon because they are in themselves creative. But “idea men" arc 
not restricted to experienced c.xccutivcs. Many a cxirporatc leader of tod.iy 
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IS the person who yesterday, with some ingenuity and persuasis’eness, 
brought a new product or ser^^ce concept into being 

Peter F Druckers Managing for ResvUs’ rings \«th examples of crea- 
tivity that base given birth not only to corporate giants but to mammoth 
industries as well He tells of the probable origin of modem roerchandis- 
mg m the Japanese house of Mitsui, which, before the Amencan occupa- 
tion followmg World War II, svas said to have emplojed approximately a 
million people throughout the world It w’as the first department store not 
only in Japan but m the world, de\ eloped m Tokjo dunng the middle 
I6(X)*s by one of the Mitsui ancestors It began the pracbce of offenng 
fixed pnces to the ultimate user or consumer It removed the Mitsuis from 
the role of agents when dealing with craftsmen and manufacturers In 
stead, they purchased for their own account and gave orders for stand- 
ardized merchandise to be made according to their own specifications 
Sears, Roebuck and Co is descnbed by Dmcker in terms of its dra- 
matic growth as a merchandising organization dunng the past quarter- 
century Overthrow mg the traditional class market approach, it developed 
the idea of one complete mass market 

Then, too, automation in retail markelmg is gaming ground Expen- 
ments by well-known retailers are resulting m new and expanded uses of 
automatic vending machines Macy’s department store in New ^ork tested 
the selling of such merchandise as T-shtrts and shorts m automatic vendors 
that would accept one dollar and five-dollar bills Montgomery' Ward has 
tested a v ending machine in Chicago’s LaSalle Street Station, the machine 
offered 53 items and accepted any amount of money up to $999 And 
Rich's m Atlanta has tested six aulomabc vendors These machmes have 
been placed in operation selling small gift type items * 

The Crand Umon supermarket chain, a pioneer among major food 
chains m the field of automatic vending, has experimented with the notion 
of supplementing the sale of certain grocery staples on a round the-clock 
basis And the Independent Grocers Alliance has viewed the combina- 
tion vending installation /supermarket with great fav or • 

For years the standard concept of coffee packaging included the key 
attached to the can for greater ease in opening This type of container 
remained universal for some 40 years before the reusable plastic lid found 
its wny into the market Now the tear-open can that requires neither key 
nor can opener is gaining acceptance At the same time brewers, witli a 
highly nondifferenUated product, stnve for a greater market share tlirough 
packaging changes The use of alummum isms, the tear-open can, the 16- 
ounce container, the draft keg for the home refngeralor, draft beer in 
cans, beer marketed especially for women — these are examples of crea- 
tivity. 
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Consider, also, the manufacturer of lumber and building materials who 
for many years shipped his product in bulk. Because he encountered cer- 
tain problems in loading frcightcars and trucks, he developed a system of 
“palletizing'’; that is, he grouped his product in standard-size lots on 
wooden pallets for faster and easier handling. In addition, he wisely de- 
veloped a king-size wTap-around label — in effect, a package — to identify 
the product as well as protect it. Today, in consequence, we sec freight 
trains with flatcars of lumber or building materials clearly identified, color- 
coded, and witli plenty of selling copy showing. To some people it may 
appear ludicrous to .spend money wTapping consumer appeal around a 
commodity like lumber, but tlic end result was a saving in cost (because 
of reduced spoilage and breakage), fewer .shortages in orders, and a prod- 
uct that arrived at the dealer’s yard in a more salable condition. The tola! 
effect w'as an upgrading of quah'ty that made the consumer willing to pay 
a little more for the product — more than enough to cover tlie packaging 
costs.’'' 


Aiuiss or OpronruNTn.' 

Innovations in marketing may take any of tlie following forms; 

1. Development of a completely new product or service: peni- 
cillin, Polaroid Land Camera, lelevi.sion. 

2. Improvement of existing products; the “ouchlcss bandage,” 
“pop-top” beverage cans and bottles. 

3. New markets for e.xisting goods and services: deodorants for 
men, evqmrtation of merchandise to foreign markets. 

4. New uses for an c.xisting product: Fibcrglas and plastic in 
automobile bodies. 

5. Unique changes in advertising, merchandising, and packag- 
ing policies: Container Corporation’s Puritaincr, which makes 
milk available “on tap” at home in the refrigerator.”. 

M’hile these five categories neatly summarize the areas of opportunity 
for innov'ation in marketing, it is beyond the scope of this or any other 
book to attempt to suggest specific methodology for those persons blessed 
with creative insight or, in a somewhat more commercial vein, speculative 
meditation. One need only visit the nearest hardware store, building ma- 
teri'.rl dealer, or .supennarkcl in order to obtain fiisthand evidence of 
creativity in the marketplace. 

T;ike advertising, for e.vample. Despite some of its annoying aspects, 
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the industry is generally credited wth tremendous fo^^^•a^d strides during 
recent years as a result of the creatne work of the advertising profession 
Copy and illustrations employed in printed media are exceptional an) 
reading of magazines or business publications wall reveal the advances 
made The use of television and radio, too, has become far more effective 
m view of the creative thought emanating from advertisers and their 
agencies 

Moreover, although this improved adverbsmg has resulted from crea* 
tmty and innovation the adverbsing efforts of many companies are being 
challenged — not so much in terms of whether “advertising pa)’s“ but, 
nther, in terms of some measurement that will determine the appropnate 
level of advertising for a given firm It Is commonplace for an executive 
committee that may review for hours the feasibility of purchasing a par- 
ticular t)pe of packaging machinery to renew a $5 million advertising ap 
propriation m a matter of minutes The reason for the apparent haste in 
making the advertising decision is not that the committee members are 
unwilling to challenge the worth of the expenditure They simpl) have 
long felt that there is no feasible method for measuring the prodiictivitj 
of advertising expenditures— often the second or third largest item in the 
corporate budget 

The willingness of management to step back a few paces and question 
some of tliese expenditures is in itself a form of managcnal and markehng 
creativity In a sense it is the recognition of a marketing environment, 
which management says should be subject to review This form of crea 
tivity IS not neatly categorized mlo one of our Eve slots It is merely a 
hunch, a thought to which the mnovation label can readily be attached 

Advertising men, understandably, rebel at this almost constant chal 
Icnge to the worth of their expenditures Wallace suggests the perfect 
method of measuring advertisings conlnbution to marketmg, probably 
with tongue m cheek. Step by step, here it is *- 

First make a list of all of the working functions of the business (research 
and development, maintenance, accounting sales, etc , etc ) hut do not 
include advertising 

To each one of the listed funebons, allocate the exact amount of sales 
or profit which can properly be credited to that activity 

Add up the allocations 

Deduct the sum of these allocations from the known total of sales or 
profit for the busmess 

^Vhat remains is the contribution of advertising 
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Wliile one may or may not want to accept Wallace's "perfect meamre- 
ment,” lie does say that his "method” resulted from the persistent de- 
mands for measured proof of advertising’s efficiency. But this recurring 
request for proof of advertisings performance is a type of marketing crea- 
tivity. The situation is recognized and questions are ashed. Tlius begins a 
decision. Creathity is tlic "vibrating springboard” that results ultimately 
in increasing advertising, decreasing it, or holding it at the c.xisling level. 


IS-DUaS'C CnnATTVTTT 


Innovation is the fuel on which a progressive enterprise feeds. Its ab- 
sence is the root of decline in most unsuccessful enterprises,'^ Yet innova- 
tion or creativity does not come easily within all firms. 

Tlie problem is twofold. First, in some organizab'ons there Ls an un- 
willingness to encourage crcatisnly. The “don’t rod: the boat” philosophy 
prevails. Moreover, mans’ indisaduals, especially those below the top man- 
agement stratum, arc never given the opportunity to express tliemselvcs so 
tliat their innovative llioughts can be reviewed by appropriate people. Tlic 
second problem is that those ssithin llie organization who have ideas do 
not persist in selling them to the appropriate management level. John ]. 
Corson describes a situation that illustrates this point 

Six or seven years ago the Virginia Electric and Power Compans', a large, 
well-managed electric utility, introduced a bi-montlily cycle of billing cus- 
tomers. Stated vciy simply, it substituted, for the old pracU'ce of reading 
all customers’ meters and billing them once a month, the practice of bill- 
ing one-eighth of its customers every week (each customer getU'ng a bill 
everj’ second month). 

Tliis idea came from the treasurer, who picked it up from the financi.al 
executive of another utility whom he met at an Edison Electric Institute 
meeting. To sell tlie idea wiUiin his own well-operated utility took a 
period of ye.ars and required the drive of this relentless and able execu- 
tive, tven with the backing of the president. 

When first advanced, the idea met much resistance. The sales xfee presi- 
dent objected on the grounds that less frequent contact would reduce tbs' 
opportunity to sell each user of electricity addition.il ck-clric jiauer and 
iipplianccs. The credit rnan.igcr fe.ared the .iccumukition of charges would 
incrc.’.sc h.id debts', llic accountinc manager obj''clcd flint the change 
would upset existing nrr.ingcmcnts and migiil not produce .signifit .rut 
S.m'ngs. But tiie treasurer ps'rsistcd. Tlic innov.ition vs-as installed, .ind 
sasings of approxiin.itcly $3(10,000 a year \srrc achieved. Nforeos'cr, none 
of the fears that li.ui been tonjured up inatcrijlircd. 
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Some persons, obMouslj, are more creative and ha\e a greater pro- 
pensity for innovation than others One does not exiiort people to display 
more creativity, nor does creativity necessarily result from the appoint, 
ment of “neiv product committees ” It stems from managerial encourage- 
ment, m an atmosphere that not only induces but rewards creahvit) 
Specific activities can be mibated withm the enterpnse in order to encour 
age It One of these is the bramstorming process whereby ei^t to tiseh-e 
persons drawn from a variety of the company’s functions (sales, ad\er 
tismg manufactunng, research and development, and marketing research) 
meet for the sole purpose of .achieving freedom of expression in the search 
for new ideas Sidney J Pamer sets up four “ground rules” for brainstorm 
mg » 

1 Negative crtticism ts not permitted This reduces inhibitions 
due to fear of censure or ndicule Judgment of ideas is v\ith 
held until after the session 

2 FrceiLhecUng ts tLcIcome Coming up with “wild” ideas is set 
up as an actual group norm This counteracts the great pres 
sure for conformity usually found in groups 

3 Quantity is tLonted The idea is that the greater the number of 
ideas, the greater the likelihood of success This involves em 
phasis on quenes such as "What else?" and "How else?" 

4 Combinations and improvements are sought By* combining 
and modifying ideas, another and perhaps better idea may be 
produced Since modifications and combinations are more apt 
to occur m group sessions, a group has greater opportunity to 
produce a good idea 

The brainstorming approach ako calls for the use of a checklist Tins 
may be, for example, a listing of a product’s altnbutes that may or may 
not be presenting problems The brainstorming technique reviews llie 
listed attributes freely, hoping to develop some new feature or combina- 
tion of characlcnstics that will make the product more acceptable to the 
ultimate user or consumer 

An expansion of the brainstorming/checklist approach is the mor 
phological analysis, “the statement of the problem should be as broad and 
general as possible, and then all of the independent variables must be de 
fined as broadly and completely as possible Each one of tlie independent 
variables becomes an axis on the morphological chart, and if (here are 
n mdependent variables, we will have a chart of n dimensions’*'* Exhibit 
1 illustrates some of the specifics of a morphological chart, its cliief ad 
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vantage being that it removes from a person or group of persons liic 
strain of has-ing to remember vast amounts of information. 

Block 1 poses the following possibility: Sell a product of Grade A. 
Size B, through wholesalers without any advertising. Block 2 suggests sell- 
ing a product of Grade A, Size A, through commission merchants and 
direct-action advertising, while Block 3 represents still another possibility; 
a product of Grade B, Size A, sold by commission merchants and the com- 
bination of direct- and indirect-action ads’crtising. In this model there are 

EXHIBIT 1 

A Morphological Chart 

[Prepared by Gerald Zaltman, t'tarketing: Contributior.s fro’^. the Behavioral Sciences 
(New York City: Harcourt, Brace & ITcrld, Lae., 1965), p. 72, as adapted from 
John E. Arnold, "Useful Creative Techniques,” in S. J.Parnes and H. F. Hardinc 
(editors), A Source Book for Creative Thinking (New York City: Scribner, I9<2).] 



Sire A Size 0 Size A Size B 


40 


DECISION INCEPTIOS 


64 alternative strategies (four product altemafnes X four distribution al- 
ternatives X four advertising altemabves) Each strategy m turn may be 
analyzed separately b} further morphological analjsis 

Creativity frequently is the result of observation New ideas occur to 
the observant person as he reviews memos and reports and leams of ac- 
tions taVen by competitive firms in his contacts and business reading 
These sources of innovation lead us mto other areas mvolving the recognition 
of the environment 


Acnov BY Others 

The observant marketing man is wcU aware of uhal tales place m the 
marketplace and elsewhere, reflecting on how it could affect his company 
or his product Much of this “outside’* activity is beyond his control He 
recognizes specific instances as marketing environments, but realizes that 
although he cannot change them he may wish to adjust to them 

\\’hen a competitor introduces a completely new or altered product, 
the marketing man can do nothing to stop the other firm However, he can 
adjust to this new situation, this environment, b) posing certam altcma* 
tive courses of action and ultimately selecting one of them For example, 
when Ford introduced the highly successful Mustang. ChevTolet presum- 
ably found It necessary to allocate funds for the development of a directly 
compebng car, the Camaro Certainly Chevrolet could not prohibit Ford 
from mtroducing the Mustang, but this action by competition developed a 
new cm ironment for Chevrolet to which management adjusted 

“Action by others” is evident in a wide range of behavior The com- 
petitive effort of another firm is only one example In addition, govern- 
ments pass laws regulating the marketer Consumers move to new locations, 
earn more money, become mvolved in new sociological environments, and 
change attitudes Here are uncounted marketing environments, any one 
of which points to an early stage of a possible decision that the marketer 
may ultimately have to make 

Competittve motes Competitive equilibrium is a concept that most 
effectively charactenzes a marketing situation in its overall form Simplj 
stated, it is the activity of competition It is the dominant feature of the 
marketing process Marketing people constantly battle oilier marketing 
people, all of tlicm free to use new strategies and ingenious tactics to try 
to achieve their own goals "It is recognized — and this is fundamental — 
that marketing people must think not only about what they would do if 
the world should hold still, but also about what their strategy should be 
m the event that competitors should react intclligen(l) with counter- 
strategies 
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Tliis total area of competitive equilibrium or competitors’ action is one 
of the most frequently encountered environments. Failure to rccognij'e 
and adjust to this uncontrollable situation could casilv spell decreased 
profits and ultimate corporate doom. The marketer must remember tiial 
no one has a monopoly on brains; in this perilous world of free enterprise 
competition is manned by capable people. They are seeking every con- 
ceivable ethical ads’anlage, and what they do must become Imown and 
recognized before anything can be done about it in the form of either ac- 
cepting tlic status quo or making some specific move, \\1ielher competi- 
tors arc likely to respond in a defensive or aggressive manner is not the 
significant issue at this point. It is first crucial that the marketing man- 
ager be aware of competitive action, whether defensive or not, and be 
prepared to develop alternative courses of action. 

Governmental rest net ions. Governmental regulation of competition 
and competitive practices has been described so thoroughly throughout all 
tyqjes of literature in marketing and economics that a full-scale review 
here is not appropriate. Vet tliis bypassing of a full discussion of the anli- 
fnist laws docs not suggest that they are unimportant to the marketer. 
To the contrary, government action is becoming more and more critical to 
marketing management, and there is every evidence that it will continue 
on the ascendancy. As E. T. Gretlier statesri** 

... In the United Stales, the “nilc of competition” is relied upon chicflv 
in the final, niamifaclured product markets and in the distributive trades 
. . . ill the effective fulfillmont of given buyer choices or in market inno- 
vation. Obviously, this is a large important and strategic responsibility for 
the market system, especially because it is the medium for serving and in- 
fluencing consumers. This is also the accepted .area of active antitnist en- 
forcement, .allbougb recent indications suggest that antitrust, under nesv 
intcqirctations of areas of primaiy jurisdiction, may tend to become more 
cfreclive in some of the factor-input markets tlinn has been assumed Iro- 
ditionaily, unless rcsfr.iined bv new special legislation. 

.Antitrust Icgiskilion, then, becomes import.-mt to the marketing man 
simply because the are.a is a vast marketing environment, with specific 
aspects pertaining to the individual company and ultimately selected 
brands. 

Tlie marketing manager cannot he e.vpecfed to pose ns an authority on 
antitrust, hut it behooves him to develop some level of knowledge of ih.e 
field. He may he the ineniher of his company’s management wlio sign.iK 
tlie first warnings prior to obt.iining legal cmunscl. Exhibit 2 presents in 
simplified form a brief description of principal Fedeml Goxernmcnl anti- 
trust res! mints. 

In addition to these Federal Jaws there are tlie rulings and edicts of 
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\anous gcrvcnraieDt agencies, TTie Surgeon GeneraFs famous repo*t of 
Januar) 1964 on t^e relationship between cigarette smolang and the in- 
cidence of cancer set m motion a senes of rulings tJiat restil'ed m the 
requirement that all cigarette paclages label smoVing as possihl) dangemas 
to the users health Here is a ne\\ marleting enuronment for cigarette 
manufacturers Over and abo\e the need for conformance the regulation 
has created a wide \’anet) of situabons that mas require other marhebag 
strategies to compensate for anj possible decrease m long run agaretle 
sales Advertising strategy, packaging strafegj, diveisificabon, and a bos* of 
other possibihues come into considerabon and each leads to its own set of 

EXHIBIT 2 

The Federal A.vnTRUST L\rs avd Their 
Principal Effects upon Marxeting Stpategy 


fSouce keofieth G Elzinfii xsststJiiit professor of ecoeo&tcs at tbe UsiretsiT o^ 
Vir^ista, in an unpublisbed paper, Aonrwai enrf Marieiing Stra’e^ (l 9 lX )3 
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decisions — all resulting from this uncontrollable marbeling environment oc- 
casioned by a govcmmcnl agency's ruling. 

And one need not restrict his thinking to action by the Federal Covcni- 
ment. State and local laws affecting marketing decisions are numerous and 
conflicting. Zoning restrictions in a partiailar community may preclude the 
continuation of a business in a given area. Or the state highway planning 
commission may drain the lifeblood of a roadside restaurant with its deci- 
sion to reroute a state road. Or, in some urban areas, regulations may pro- 
liibit such activities as door-to-door selling. The passage of any one such 
law creates a new situation, a marketing environment, and because it is 
uncontrollable it demands an adjustment in the form of a marketing deci- 
sion. 

In fact, vv'iUi government regulation becoming more and more restrain- 
ing, the marketer may appear to some to have less opportunity for differ- 
entiation. As in the matter of “compclitiv'c equilibrium," however, such an 
attitude could be disastrous. Instead, greater ingenuity on tlic part of the 
marketer is required. 

Demographic am! attitiidinal changes. The now familiar phenomenon 
of suburbia is gradually developing into an infinitely more complc.x social 
pattern. All marketing men are aware of the population growth and the 
often predicted population c.vpiosion witli its profound marketing im- 
plications. Tlic universality of the automobile, the changing face of urban 
housing, and the inevitable growth of new shopping centers coupled with 
tlic decline of older residential areas all fit into marketing environments 
for certain types of manufacturers and merchandising organizations. 

Dramatic c.vamplcs of intentrbia as distinguished from suburbia include 
the area between Chicago and Milwaukee. Between 1930 and 1960 the 
population of this area increased 95 percent. In the interim, these two 
Midwesfcni cities themselves increased only 17 percent in population. 
Other such areas illustrative of intcnirbia arc the coastal strip north of 
Miami and the growing section south of Tampa, vv'hich is moving into the 
area of Fort Myers. Also, it is i^rcdictcd that the 600-milc stretch from 
Maine to Virginia will ultimately be one solid intemrban area. .-Vnd on the 
West Coast, south of the San Francisco-Bay area, one drives through solid 
inlcrurbia for many miles, while a similar situation c.visls north of San Diego 
into Los .Atmcles.’'’ 

The marketer’s imagination is staggered when the opportunities for 
many firms arc envisioned as a result of present and future intcnirbia. Tlu‘ 
changes in a familv's needs begin to varv- dnunatically when the movement 
from the central city to suburbia to intcrurbi.v t.ikcs place. Travel rccjuirc- 
inents, shopping behavior, and new routines of ail types cre.ile exciting 
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imrVeting en\ironmonls for imnufaclurers and service establishments and 
their advertising counterparts 

Inlerurbia or not the age brackets categorteing the American popula 
tion arc dramaticall) different today from those of a mere hvo decades ago 
Tlic teenager ignored by marketers in the past has acquired substantial 
status Not onl) are there more teenagers numerically tod'\y than ever be 
fore but they now innucncc family purchases and on their own command 
a sizable amount of disposable income Vforeover la certain marketing 
areas such as clothes it has been found tl at there is a tendency for adults 
to follow the general trend of teenage dress albeit m less extreme forms 
The proportion of the total marketing effort to be allocated to various 
age brackets undoubtedly comes up for review in a wide range of firms 
clotliing food soft dnnk appliances sporting equipment cosmetics Tins 
is not to saj that the teenage market demands additional marketing effort 
The central thought here is the growth of this particular market and how 
It luig/it affect the marketing effort It is a changing situation for many 
firms Being aware of it is the recognition of a marketing environment 
Like teenagers the senior cilizin” group represents a vital marketing 
environment for certain types of organizations Lnassailablc data demon 
stratc that our normal life span is now 70 yeirs with every evidence of Its 
being further lengthened This prolongition of life presents marketing op 
portunitios in that the added years must be lived and almost suddenly a sub 
stantial segment of tlie population finds itself retired— witli adequate funds 
and unlimited freedom to spend its money and lime as it wishes One of 
iic specific areas dramatically mfii cnccd by tlic growth of this market 
housing rictircmcnt homes of all types have sprung up in all parts of 
e country particularly in the South and the West Tlie life lease con 
tlie restrictive retirement city the swish trailer parks prohibiting 
or pets the condonunium the complete community with its own 
hopping center swimming pool golf and motels — but no school taxes — arc 
11 exciting monuments to ingenious marketing men who recognized a new 
aarkcling en\ ironmenl in the growth of the over 65 population 

Through discussion of these and ollur demographic changes some gen 
rahzations have been developed "Older urbanized areas tend strongly to 
losstss perip’ncra^ popii'iations oi Vi^icr socio cconom'ic sannAmg aVran 
bund in the central cities themscKis In contrast newer cities lend to 
contain populations ranking higher in cdi cation occupation and income 
h m m their respective suburbs To some extent these differences art also 
cvcalcd when urbanized areas arc classified b\ size but control of the lal 
cr factor docs not eliminate the apparent importance of age as a factor in 
csulcntiil structure""'’ Such a statement says little m tenns of the actual 
nakmg of a marketing decision Instead it performs the function of por 
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traying an environment, a new iituation tliat should cause marketing man- 
agements to be alert to the possible need for change. To the department 
-Store, the soft drink manufacturer, the clothing manufacturer, ihc food 
distributor, the appliance manufacturer, the automobile dealer, the trans- 
portation company — indeed, tlie full spectrum of firms segmenting their 
market in terms of socio-economic status — it ciills for Uie posing of new 
Cjuestions and for tlie observation of clranges that demand creativity and 
innovation in marketing. 

Yankelovich propounds a new criterion for market segmentation, con- 
tending tliat more crucial than demography are changes in buyer attitudes, 
motivations, values, patterns of usage, esthetic preferences, and degrees of 
susceptibility.-* With this sophisticated segmentation analysis, each brand 
appears to sell effectively only to certain segments of any market and not to 
the whole of that market. Take the market for watches. According to 
Yankelovich, it can be segmented by value. Tlirec different segments, each 
representing a different value attributed to watches, arc: 

1. People who want to pay the lowest possible price for any watch 
that works reasonably well. 

2. People who value watches for their long life, fine workmanship, 
good material, and styling. 

3. People who look not only for useful product features but also 
for meaningful emotional qualities. 

Yankelovich’s research showed the market divided quantitatively ns fol- 
lows: Value Segment 1, 23 percent; Value Segment 2, 46 percent; V.aluc 
Segment 3, 31 percent. While these data did not result in specific courses 
of action, they did define an environment in a new, unique, and useful 
way, which aided considerably in the development of nltcni:itive commun- 
ication efforts. 

Y.ankclovich also describes a marketing environment in the nondemo- 
graphic segmentation of the automobile market.-- covering the value seg- 
mentation bv classifvinKbuvers under three headings: 

1. People who buy cars primarily for cconotuy. Many of these be- 
come owners of a Falcon. Ford, Rambler Aiuerican, or Chev- 
rolet. 

2. People who want to buy the best product they can find for 
their money. Tlicsc owners will likely be in the Rambler or 
A’olkswagen calcgorv*. 

3. People interested in “'{KTsona! enhanu-inen!.” Here uc find 
buyers of the Thunderbird and other makes that app.ircntly 



46 


DEOSIOS INCEmOS 


enhance the ou-ners ego, e\cn though the car itself m3\ sen-e 
as a status sjTnbol 

Actuallj, the automobile market can be segmented in shll other n-a\-s b) 
esthetic concept for example, and susceptibiht) to change”* The latter 
appears espeaall) interesting in \aexx of the marketmg en\ironments 
which should be recognized as one quantifies the wnllingness of owners of 
gi\en makes to mo%e to other makes At the one extreme are those owners 
who are so “make lojal" that the) are insensitise to change, at the other 
extreme are the open minded bu)ers This could lead to a \anet\ of adsTT 
tismg decisions Like all t)pes of market segmentation demographic or 
nondemographic, it presents the marketer Wiitli a situabon about which he 
becomes aw’are and, ultimate!) , does something about 


Busistss A ctiit ty 

The purchasing behavior of mdustr), consumers, and governments 
throughout the world affects business conditions m this or an) ether countrv 
Tlie sum of all income generated b) the econom)— that is b) industij, 
consumen, and governments — results in what can be translated into some 
sort of “business actmt) index." In turn the level of this mdex. reflecting 
whether business condihons are “good" or “bad," results from the total 
behavior of all segments of the economv 

This becomes important to the marketing man inasmuch as his market 
mg program may be profoundl) affected by what is forecast for the quar- 
♦^r just ahead, the forthcoming ) ear, or the next five) cars If the disposable 
of the total population is expected to decline during a given )car, 
forecast will normally alert management to lake a new look at its plans 
ifiis forecast is a recognition of a marketing cnitronment In itself, the 
anticipation of a decline or an increase in consumer spending is not the 
basis for a decision It merel) sets the stage for the posing of vinous mar 
ketmg alternatives, which now come under consideration Plans for intro- 
duemg a new product, enlarging production facilities, developing a new 
ifiJixs. *ieTTt0Jt } , ^bl•OT/g^^lg ♦i/t fimyr/j, 'y^srcj 'Sft. i. •gj.te. ’ivnnrl, thn 

advertismg appropnalion — decisions of these 1)^65 are rev3ew-ed m terms 
of the change in direction that the new situation or environment ma) de 
mand 

As with government action, a competitors move, or a change in the 
demographic charactenslics of the popubtion. the economic condition of 
the rountiy is an uncontrollable marketing vanable to which the marketing 
man must adjust The macro-economic vanable is, of course, more impo' 
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tant to some firms than others. To an automobile manufacturer, the dispos- 
able income available to the countrv’s population in some instances affects 
profits more than many controllable variables such as product design, ad- 
vertising efficiency, or pricing. Food processors, on the other hand, arc 
thought to be less vulnerable to variations in the nation’s economy. TIk- 
contention is that people will continue to eat, but forgo the purchase of a 
new car. 

Even so, the managements of food and other so-called depression-proof 
companies recognize that any change in the nation’s economy will inQucnce 
many of their decisions. Wth a high level of consumer affluence, the 
fancier produc'ls can be highly profit.able; and, contrariwise, any reduc- 
tion in income causes Uic average housewife to cut bach on gourmet items 
and seek less e.xpcnsive fare. Thus production levels, advertising e.xpcndi- 
tures, allocation of funds to new products, and plans for broader distribution 
of given items may now be subject to revision. Again, the forecast that 
business conditions arc about to decline is not in itself a basis for specific 
action. It is the recognition of this environment that then places the respon- 
sibility for developing alternative courses of action in the lap of marketing 
management. 

Economic forecasting. Business forecasting is not for the amateur, al- 
though many unwittingly find themselves engaged in it. Nor is it within 
the scope of this book to discuss tlie ramifications of business and economic 
forecasting. The appropriate methods and approaches are liberally and 
thoroughly covered in a wide range of books by professional forecasters. 
In fact, if one were looking for nothing more than general statements on 
the “business outlook” for tlie forthcoming year, he would liave only to pick 
up the business and finance section of any newspaper during the last week 
of the calendar year. Tlie columns arc filled with what tlie “e.x'pcrts” predict 
for the forthcoming 12-month period. If the reader does not like what one 
specific forecaster predicts, he can rely on the s-arioas summaries pro- 
duced Ijy the business magazines, wliich analyze quantitatively what the 
economists arc forecasting. And, for even more refinement, some publica- 
tions have been known to present their forecasts on the basis of those who 
in previous years have been “right" and those who have been "wrong.” 

Most businessmen are concenied, however, with more than a broad 
forecast of future conditions. For c.xamplc, an estimate of gross national 
product or industrial production is of interest to certain types of firms, while 
forecasts of sales in retail stores or the labor cost per dollar of real GNP may 
be more helpful to others. In much the same way a prediction of common 
stock prices or consumer installment debt or new orders placed by the 
macliincrx' .and equipment industries has value to selected marketers. In 
short, whereas a forecast of business conditions is helpful in setting the 
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stage for a marketing en\ ironment, frequently more meaningful situations 
can be desenbed through the forecasting of other areas of significance 
within the total economic picture 

Business forecasting is not to be confused v ith “sales forecasting" or 
"predicting product potential “ (Tliese will be taken up in Chapter 9 when 
\anous entena for marketing deasions are discussed ) Although influenced 
by future economic conditions, speafic product or brand sales predictions 
do not have the same use for the markcling man as does the forecast of the 
country’s economy Predicting business conditions is mcrel) becoming 
aware of a change — if one has taken place or is in the offing Tlie recogni* 
tion of this environment tells management that some new marketing alter- 
natives may have to be considered On the other hand, when one estimates 
the number of units that can be sold during a given year he is in essence 
providing data for the making of the decision — a far cry from the recogni- 
tion of a marketing environment To say to top management that "we can 
sell 500.000 units of this particular product" js to say that we should gear 
for that production level This estimate of the sales level is influenced by 
the probable future level of business activity, but any forecast of GN’P or 
other index is only the beginning of the decision structure 

Consumer psychoJogtj George Katona argues®’ that the area of "con 
sumer economics" has been underplayed m business forecasting \\Tiile 
economists postulate that their discipline is concerned with the behavior 
of commodities rather than the behavior of man, the counter argument is 
that through consumer psychology buying intentions can be measured so 
as to have predictive value®* This approval of psychological studies of 
buying plans is based primarily on studies of the predictive value of various 
w j for measunng the future bcliavior of mdinduc/s If one wanted to 
determine who among, say, 1,000 individuals would buy a car during the 
next SIX months, there would be no single factor with a higher predictive 
value than the question, "Do you plan to buy a car?" 

But some economists have been unwilling to adopt consumer intentions 
as having sufficient validity for forecasting purposes They give several 
reasons First, the goal is to predict trends in automobile demand rather 
than individual behavior, and factors important in the latter often can he 
neglected in making aggregate predictions Second, questions on buving 
intenhon supply mformation on a relatively current factor m the consumer 
decision making process, and it is desirable to predict for longer periods 
than the usual consumer planning periods Finally, data on buying plans 
do not help in underslaning what kind of changes in the economy are 
ahead and why 

Katona, however, defends the consumer psychology approich 
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Dissatisfaction with predictions derived from extrapolation of past trends 
led statisticians to search for factors foreshadowing incipient trends. In 
statistics of housing starts, of unfilled orders, of business firms’ capital 
expenditure plans, and of consumer buying intentions, such factors were 
disexavered and then used in a mechanical manner. The purpose xvas 
what may be called push-button forecasting, that Ls, collection of a single 
set of measurements which tells what will happen. . . . .Also of great 
fruitfulnc.ss for the development of a theoiy- of consumer demand in busi- 
ness cycles were the studies of reactions to news. It was found that .after a 
while consumers show’ satiation with constantly recurring good news or 
constantly recurring bad ncss's. Thus, after c.xtendcd prosperous periods, 
occasional unfavorable new's and, after an e.\tendcd recession, occasional 


EXHIBIT 3 

Actual and Estlmated Durable Goods Expenditures 1953-1966 

(Annual rales ad;ustcj for seasonal variations 
and for changes in prices and in population) 


[Source! George Katona, Eva Mueller, Jay Schmiedcskamp, and John A. Sonquist 
1966 Survey of Consu^ncr Finances (Ann Arbor, .Michigan: Monograph No. 44, 
Surrey Research Center, Institute for Social Research, The University of 
Michigan; 1967), p. 168. J 
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favTjrable neu’s may ha\e a good diance to become salient In %iew of 
his waj’S of thmking and behaving the consumer operates today so as to 
cxintnbute to short and mild recessions as is ell as to relatiiel) brief and 
not too vigorous periods of upswing 

Exhibit 3 contrasts estimated consumer expenditures on durable goods 
ivith actual expenditures on the basis of seasonally adjusted annual rates of 
consumer expenditures on durable goods from the U S Department of 
Commerce The estimated expenditures arc based on the Sunc) Research 
Center Index of Change in Consumer Attitudes as obtained in sun-e)z con 
ducted six months before the penod for svhich demand is estimated and on 
disposable mcome in the six month penod before the survey Such csb 
mates of consumer expenditures arc in themsehes not sufficient for the 
malcmg of marketing decisions but they do assist the markebng manager 
in recognizing the possibility of a change in consumer purchasing behavior 
much like the economists forecasts with primary emphasis on analj’zing 
vanous functions institutions and commodities In both instances a new 
environment is recognized 

A marketing environment — to sum up this chapter — is a situabon sug 
gestmg the need for some change It is the genesis of the marketing deci 
Sion 


Kom 

*Ervrm E«er Nemnicn and John II M)en Brirarch (hew Yerk 

MeCraw Hill Book Company 1960) p 91 

r Charles H Kepner ana Benjam n B Tregoe The Bafhnal ifantiger (Sew YoA 
City McCraw Hill Book Companv 1965) p 40 

alter ^\elr The EIus ve Element in Marketing, Jonmat of hiatketing XX1\ 
uly 1959) 

• Pavid K Hardin “Succwjfol Nw IVoducU Withovt Test Marketing " jo a speech 
delivered to the New Products Vtaikel ng Conference Detro t, Mich gan sponsored by 
the Amrncan Marketing Associabon March 1966 

• Peter G Petenon Some Myths of Mass Markebng" tn a speech ilclvered to the 
44th National Conference of the Amencan MaAelmg Associalon June 1961 

• Peter C Petenon “Leaders in Marketing ■■ /oumaf o/ 'forkcl ng \W (July 1966) 

^ Peter F Druckcr Managing for Remtls (New York City Haiper & Row 1961) 

• Charles R Gaeldner “Automation in Marketing," Journal of Marketing, XXM 
(January VSiilf pp SIWU" 

• Jiicf 

The coffee can and building material examples are drasvn from Ed sard F Burke 
“Packacin'* Malenals Commod ty or Creativity" in a speech delsercd to the 4Slh 
Naloml Conference of the Amencan Marketing Assoculon, June 1965 

"Gerald Zaltman ^tarkel ng Conlitlntlant from the Bekattoral Scieneet (Sew 
kork City Ilarcourt. Brace & Motid Inc 1905) pp 2, 3 

1 James M Wallace “A Perfect Measurement of Adverbs ngs Contnbutioa to 
Market ng Jo irnol o/ 'fa krting \X\ (July 1966) p 16 

"Join } Corson, "Jnnosaton CbaDengcs Conform ly" Harvard Business Beturv: 
40 (May June 1962) pp 6" -74 



Genesis of the Marketing Decision 


51 


Ibid. 

’'•TTiesc obsen'aiions of psj'chologist Jack Matthew-s are cited in Sidney J. Pamcr, 
"Do You Bcallv Understand Brainstorming?” in S. J. Pamcr and II. F. Harding, editors, 
A Source Book for Creaticc Thinking (New York City; Scrib.oer, 19C2), pp. 2S^-250. 

’'■Jolin E. Arnold, "Useful Creative Techniques," in Pamcr and Harding, op. ci!., 
pp. 255-2.'36. 

Harlan D. hiills, "Marketing as a Science," Itarcord Business Bedew, 39 (Septem- 
be.'-October 1561), pp. 137-H2. 

E. T. Grethcr, ".Marketing and Public Policy," in his commissioned commemorative 
paper presented at tlie 1963 Fall Conference of the American Marketing Assodalion. 

Examples are drawn largely from "Intermbia; The Changing Face of America,” 
a memo of the J. Walter Thompson Company, reprinted in Eugene J. Kelley and 
William Lazer, editors, Managerial Marketing — Perspcclices end Viewpoints, 3rd cd. 
(Homewood, 111.: Richard D. Irwin, Inc., 1967). 

Leo F, Schnore, '"Flic Socio-Economic Status of Cities and Suburbs,” American 
Sociological Bedew, Vol. 2S (February’ 1903), p. 83. 

Daniel Yankclovich, "Nesv Criteria for Market Segmentation," Harvard Business 
Bedew, 42 (March-April 193-1), pp. 83-90. 

=- Ibid. 

-'-Ibid. 

■* George Katona, "Consumer Behavior in Oar Changing Enxironment,” in Donald 
W. Scatten, editor. Marketing Adjustment to the Environment (Urbana, 111.: University 
of Illinois Bulletin, 1901 ), pp. 1, 2. 7. 

='J.imes Tobin, "On the Predictis'C Value of Consumer Intentions and Attitud'*?,” in 
Bedew of Economics and Statistics, XLI (1939), and ,\rllu:r M. Okiin, "The \'a!ue of 
Anticipations Dat.i in Forecasting ,N'ational Product," in The Qualilsj and Economic 
Significations of Anticipations Data (Princeton, N.J.: National Bureau of Economic 
Research, Princeton University Press, lOOt)). 

Katon.i, op. cil., pp. 5, G. The role and reliability of consumer intention survej-s 
as a basis for actionable data arc discussed in Clcipter 9. 



3 


Facts are stubborn ihtnr’s 

— Ren-e LeSace 


Marketing 

Emironment Sources 


N 0\ALIS, TllE ISni CENTURA GERMAN rOET, IS CREDITED %\mi SAVINC THAT 

“thcones are nets " Another ua) of putting it is tliat nets are 
likely to collect many things, e%cn some that are worthwhile Unless one 
throws out nets, he lessens his opportunities for acquiring the good things 


Theory in Marketing anti EcoNONnes 

Theory in both marketing and economics contributes to the recognition 
of a marketing ensironmenl But let us finl take an elemcntar> look at what 
IS meant by “theory ” Like all abstractions, ‘ theory’ tends to defy definition 
To some it is a tenuous, untried notion To others it is a liody of funda 
mental prmciples underlying a science or the application of a science 

Within the context of this book, “theory" will be used m a middle- 
ground sense, defined as a description and explamtion of a phenomenon or 
a set of phenomena It is generall) differentiated from “Ji) pothesis" in tint 
the latter is more in the conceptual stage The hj pothesis has jet to be 
tested In the scientific method the hypothesis becomes “testable," meaning 
that it is falsifiable by comparison with empirical c\idcncc In time the 
original notion becomes a "theory’ or a “pnnciple ’ WTiile this is not the 
place to develop a thorough discussion of the scitnlific method, let it suffice 
to say tlial whether a particular statement is fact or theory is not easily or 
readily discernible 

Presumably, a principle — more tlian a theory — leans toward a statement 
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of fact in tliat it has been subjected to additional obsen-afions or measure- 
ments — determining whether tlie "facts” are falsifiablc by comparison until 
empirical evidence. Tlien comes the marketing or economic "law.” Reilly’s 
famed law of retail grasntation was developed during the late 1920's. Gres- 
ham’s Law goes back a bit further in time. A "law” in marketing or econom- 
ics is a theory that has been tested and found acceptable after being 
subjected to cmpiriciil evidence. All laws, theories, hypotheses, or princi- 
ples suggest thoughts to the marketer that, in the context of the marketing 
environment, aid in the initiating of the individual decision. 

Contributions of marketing theory. There is general agreement that 
marketing is truly one of the business disciplines. It is a specific area of 
study. It has a specialized body of knowledge. It has its owti techniques. 
And, very' importantly', it should be differcnliated from another discipline; 
marketing research. Tlic latter is tlie analytical discipline, which in turn 
draws on a variety of nonbusincss disciplines: psychology’ and sociology 
plus several analytical disciplines such as statistics and mathematics in ad- 
dition to economics. \V1ien, in tin's book, we talk about marketing theory, 
we refer to its contribution to some aspect of the marketing process. This 
docs not include marketing research, which in itself has a great many 
theories (frequently borrowed); Markov processes, weighting-line theory, 
probabilistic models of consumer buying beharior, information theory, and 
others. It is important to remember that in tin's chapter we arc talking about 
marketing theory', keeping in mind that marketing embraces a wide variety 
of business activities tliat relate to the movement of merchandise (or the 
sale of a service) from conception by tlie producer to receipt by the end 
user or consumer. 

Michael Halbert, who has written in a most meaningful fashion on 
marketing theory', points out' that “marketing has never had theorists in 
the same sense tliat other disciplines have. Marketing theorists, moreover, 
have never occupied tlie high status position that theorists in otlicr disci- 
plines do; [in marketing] the prach'tioncr and technician hold the posi- 
tions of highest esteem. As a result, marketing is a long way' from the 
development of a general tlicory of marketing or systems of general mar- 
keting theories. Major tlicoretical framcworl^ for marketing findings arc 
lacking, for the emphasis has been on pragmatic concepts, recommenda- 
tions for specific actions, and compilations of me.asurcmcnts ” 

.-Another deterrent for the marketing theorist is tliat marketing is c.x- 
trcmely broad in nature. It is similar to a "tlieory in building constniction" 
or “a theory of engineering." All these fields of endeavor draw from other 
disciplines, otlier sciences; however, to des'clop "a theory of marketing” 
appears to defy even the most brilliant. True, some interesting theories 
exist in advertising. There arc, for instance, various principles of retailing. 
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And pnang, while it may share its gloiy with the economist, is the subject 
of sound tlieones, supported bj ample cmpmcal evidence But TtiarUffma 
iheones, per se, have been hard to come by 

Halbert expands this thought,* contending that “a good proportion of 
the theorebcal statements contamed m the marketing literature consist of 
tautologies, truisms or o%erly general statements which are rclatuTl) im- 
potent m the construction of adequate theory Another substantial segment 
of ibe statements is comprised of radier narrow, specific ‘generahzabons’ of 
limited value m the development of marketing theory " 

It does not follow that many of these truisms or overly general state- 
ments cannot have value in the inibal phases of the mdmduated marketmg 
decision the recognition of a marketing cnvironmenl ^^’hlle it is true tliat 
“the stockpilmg of more and more current facts does not m itself consbhite 
a science of marketing it is not essenbal that "a general theory of 

marketing must exist before a science of markeUng can emerge "* The de- 
velopment of a variety of theories or principles in marketing will aid the 
marketer in the recognition of this marketing environment and set m mo- 
bon certain thought processes with regard to his specific company, his 
own product, and his immediate need for markebng change If the market 
uig theorist can make this contribution to the marketing practiboner, he 
has performed w ell 

The ultimate use of theory m marketing must work toward better dcci 
Sion making m the marketplace Some consider that this is a narrow view, 
that theory m markebng should sunply satisfy intellectual curiosity True, 
but those with such a notion must m tune recognize that this satisfacbon of 
curiosity is but a step in the enhancement of greater effiaencics m marketing 
and that greater efficiencies stem from improved decision making by the 
^ man on behalf of his company and his mdustry The theonsl m 
markelmg is working on behalf of the decision maker m marketing at 
temptmg to aid him through the creabon of empirically denved prma 
pies® 

McNairs “wheel of retailing” holds that when retailers first enter a 
market they do so as low margin low pnee operators ith the passing of 
time their establishments become more elaborate, mvolvmg higher mvest 
ment and operating costs In the final stage they level off as high-cost, high 
price merchants tramples of the wheel pattern are found among" depart 
ment store merchants, food retailers, gasoline service stabons, and others. 
Eventually, these mature retailers End themselves vulnerable, competing 
with the so-called discount house and supermarket* 

The marketing theonst is mterested m the extent to which the wheel of 
retailing is valid for all retailing under all conditions He wants to deter 
mine whether it describes the total retail scene, and fie seeks an explana 
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tion of the wheel. Our concern here, however, is not in testing the vah'dity 
of the wheel of retailing. Certainly there are examples of conformit)' in tin's 
country and others, but the number of nonconforming c.xamplcs suggests 
that McNair’s wheel is not valid for all retailing, although it may tend to 
cover common patterns in certain tj'pcs of economies. Rather, our real in- 
terest in tlie wheel of retailing centers about the question whctlicr it aids 
us in making an individualized marketing decision. 

It is doubtful whether any such vague gcneralizab'on as the wheel of 
retailing has led a retailer to the point where he makes a specific decision 
— on the basis of the wheel itself. So general are the terms of tlie wheel and 
so numerous are the exceptions that few retailers would seize upon tlu's 
hypothesis as a rationale for taking a specific course of action. However, 
knowledge of the meaning of McNairs wheel of retailing may cause a 
retailing executive to recognize the possibility of certain developments. 
As his owm estabh'shment or chain of establishments follows the wheel 
pattern, arriving at the mature, high-cost les'cl, the executive surely should 
be alert to a marketing environment that may occur in die form of new 
tjqies of competition. The department store manager can e-vpect a discount 
house to arrive on the scene. The sendee station operation should anh’ci- 
pate a cut-price establishment down the block. Both should be alert to the 
size of the market to which they can appeal at present prices; botli should 
watch population shifts so that they can pose various marketing alterna- 
tives in order to prepare for die day ahead. 

Lockley’s principle of drift* holds that diere will always be a tendency'’ 
for merchandise to drift downward from a “specially” to a "shopping" to a 
"convem'ence” goods classification. Stressing the use that can be made of 
such a principle, he says: "It established die need for planning a constant 
program of product modificaUon and for considering in adsance the likeli- 
hood of product development, package improvement, and other forms of 
innovation." His contemplated use of die principle centers about the deci- 
sion makers opportunity in recognizing an existing marketing development. 
For example, in introducing a particular product, a company frequently 
will enter it in die marketplace as a specialty’ item. Then, gradually, the 
producer can expect it to drift toward the convenience goods classification. 
He should prepare in advance for any diangcs he may’ wish to pursue in 
terms of product, package, pricing, or other specific area of action. The 
principle of drift warns die decision maker well in advance of what may 
happen to a product or brand; but, again, it is highly questionable whether 
it will lead the marketing man to take specific action. Instead, it will en- 
able him to identify a developing environment that in time may lead to 
die posing of some marketing alternatives. 

Aspinwalls consumer acceptance theory® holds diat ‘ die obligation of 
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consumer acceptance generation is that of the manufacturer or owner of 
the brand " In other words the fhcoi} acknowledges three le\els of intensih 
with whicli a consumer regards a brand acceptance, preference, and 
msistence Aspinwall contends that this is important to the marVctuig man 
in that it will benefit him in the eTccution of a marketmg or promotional 
program Actually, the marketing man’s acceptance of the theory will aid 
him m th** imtial stages of the decision, the recognition of an existing 
environment 

It IS readily understandable that man) brands proceed through the 
phases of consumer acceptance preference, and finally insistence It would 
appear to be unwise however, for the marketer to take action on the basu 
of such a global statement If the objective of an advcrtismg campaign is to 
create consumer acceptance, then preference and finally msistence, one 
must kmow the current status of the brand* It behooves the advertiser to 
determine the given stage of his own brand and tlien pose some possible 
courses of action Obviously, a brand striving for acceptance has a different 
communication problem than does one where preference has ahead) 
developed and lamtcnee has started to set in The scope of the advertising 
effort will probably be greater dunng the attempt to gam acceptance than 
during the consumer insistence stage Also the nature of the adverUsmg 
cop) will vary as a brand moves from acceptance, through preference, into 
ins slence Tlic first stage mvoUcs consumer inertia fear of trying a new 
brand and need for reassurance The initial stage of electnc razor market 
ing for instance, required manufacturers to sell the concept of electro 
slnvmg, but, as large segments of the population moved toward electric 
shaving, the manufacturers slowly shifted to copy tliat stressed brand dif 
f^rentiation In brief, advertising goals changed as the product moved from 
tage to stage 

Aspinwall s consumer acceptance theory, like others attemptmg to de- 
scribe some aspects of the marketmg process, is so general that it assists the 
marketing man only in the recognition of an environment Even here, ad 
ditional information must be obtained m order to develop the theor) to the 
point w here it has any real meaning for a specific product or brand ITiis is 
not to say that the consumer acceptance theory has no v-aluc To the con 
trar), it can be of help to marketers who are aware of the theor), are 
willing to apply it to iheir own brand or product or mdustiy, and vvill seek 
the necessary additional information 

Somewhat similar to Aspmwalls consumer acceptance theoi) is the 
generally accepted life c)clc of new products A charactcnslic pattern 
develops for a great many sudi products, so that their sales volume and 
profit margin curves appear as shown in Exhibit 4 Obviousl), this basic 
c)cle does not hold for all products, but, given some degree of success, 
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every product must anticipate a degree of competition and, in time, re- 
placement. Histor)' sliows that production gradually moves ijp to demand 
wtli tlie ultimate reduction in profit margins. It is at this point that addi- 
tional products should be ready for introduction. 

A general knowledge of the basic life cycle '■nil not in itself aid in 
determining at what particular point production should be changed, ad- 
vertising efforts altered, or tlie price of the product lowered or incre.iscd. 
However, knowing that products do lend to proceed through this basic 
cycle alerts marketing management to the need for data that will liclp to 
determine precisely u’hcn new products should be introduced u ith a view 
to ultimately replacing the now mature brands, 

In describing return on investment as a tool for new product poliev, 
Philip A. Scheuble, Jr., constructs a more specific chart (sec luxhihit 5).’" 
It is helpful in that it illustrates how each individual brand or inalcc must 
be supported with the neccssaiy data before the m.irketer c.m take specific 
courses of action that, he hopes, uill enable the producer to in.iiutain sales 
volume at a high plateau and delay the almost inesitable dethiie th.U is 
accompanied by disappearing profit m.irgins. In the interim, knowledge of 
tlie life cycle aids in tlic recognition of the marketing cinironment. 

EXHIBIT 4 

The Life Cycle of Neu' Products 

(source: Ralph IT. Jones, ''Managc^ncnt of New Proiucis,'' Tkc Journal of Industrial 
Engineering, Vol. IX (Scptembct'Octobcr I95S}.] 
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Program Lire Cycle or Hypothetical 
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Other theories of market reaction have been summarized:’’ 

• Principle of diminishing sales effort. As competition forces a 
greater supply or more nearly equivalent merchandise onto the 
market, the aggressiveness of individual vendors decreases. 

• Principle of institutional proliferation. As a particular held of 
merchandise reaches a state of competition where reasonable par- 
ity e.rists among competitive offerings, tliere will be a tendency for 
the proliferation of intervening institutions or middlemen to take 
advantage of the economies of specialization. 

• Principle of brand proliferation. Wien selective demand cannot 
be developed or becomes unfeasible to maintain for a product 
class for which primarj' demand exists, then additional brands 
may be expected to develop or to be offered by other vendors 
until an equilibrium is reached. 

• Principle of nonpricc competition. For products for svhich product 
or marketing differentiation becomes difficult, there will be an 
increasing tendency toward nonprice competition, and the e.xtent 
of this nonprice competition will tend to be in proportion to the 
size of the resources of the competing vendors. 

Some marketers insist that many marketing theories are so vague that 
it is extremely difficult to determine possible uses for tlicm. Tliis may well 
be the case with Alderson’s survival tlicorem. Alderson maintains’* that 
there is a similarity between the efforts of an enterprise to make a place for 
itself in tire marketplace and an animal’s attempt to find a niche in its 
environment. In elaborating upon his analogy between animal and busi- 
ness behavior, he describes a setting in which firms are free to seek out new 
opportunities (or niches) and to prosper by providing desired services. 
Changes in e.xtemal environment, however, confront both animals and 
behavior systems with problems as well as opportunities.’’ Such a theory- 
is so pervasive, so global in its implications, that tlie marketing decision 
maker would be hard pressed to identify his firm or his product or brand 
with it. 

In c'ontmst, there arc some rather specific hypotheses that may have 
immediate and direct application in terms of identifying a marketing 
environment that may in turn necessitate the consideration of some mar- 
keting action: 

1. Dcal-proncncss is negatively correlated with amount purrhewd 
[of food items),'* There would be considerable risk in using 
this statement as a basis for the making of a specific decision in 
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food mideling Howe\er it does suggest an existing en\in)D 
mcnt from which several marketing alteniab\es could emerge 
An\ firm engaged in processing o- distributing food items could 
\er) well be highly interest!^ m delermmmg whether deal 
proncncss is negatueU correlated with the amount of food 
purchased perhaps calling for the gathermg of additional data 
in order to decide how significant this environment maj be in a 
given case 

2. Adteriising message quality w more important than the Ictcl of 
(uhcrtismg cxpcndifi/rcs in altering market share** Even if this 
generalization were to survive all testing it still must be re 
garded as a hypothesis that merely serves to recognize that a 
particular situation mi) be true in a given case 

3 Rcsponsitencss to odLCrtismg does change cycUcaUij and it b 
directly correlated ittlh changes in ineomc In itself this h)’polh 
esis cannot be regarded bj the decision maker as a basis for 
allocating marketing dollan It is most unlikely that such a stale 
ment even if borne out by empirical dala would bo helpful ui 
selecting one adverbsing appropriation figure over another 
However it could suggest the gathering of additional data in 
order to determine whctlicr such a situation is true m a given 
field for a given company, and for a given product If it is 
found to hold then some specific marketing alternatives can be 
developed in order to cnliance the clficiency of the advertising 
effort 

Halbert” has assembled a variety of statements drawm from the htcra 
ture covennga wide rangcof marketing activities Some examples that can 
be used m developing marketing envaronments for a given enterpnse or 
product include 

1 Tlicrc are few liascmcnt store customers as such TIic basement 
store derives its business not from a separate group of custom 
ets but Ironi a share of the purcliascs made by the mapnl) of 
all store customers ** 

2 Population and distance (formulated in Rcillys law) account 
for almost all the variation in sales among cities ** 

3 Income is a major factor influencing ptr*capjt3 retail sales 
among cities for most categories 

4 An individuals ps)chologtca! characteristics as measured b) 
personality tests pla> a role in his response to advertising ‘ 
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5. Advertising will not reverse unfavorable trends based on 
changed sodo-economic conditions." 

6. Marketing does not contribute to monopoly and to "stlckv” or 
rising piices.^ 

7. Products that differ in fjualily and design offer unusual oppor- 
tunities for high margins in tlie elite market, with thinner mar- 
gins in the mass market.-’ 

8. Low’ preference among consumers tends to be associated witli a 
low' market position.-^ 

9. Personal contacts seem to be most effective in changing opinion 
and behavior.-® 

It is clear that marketing has no single theoretical core, but this in 
itself docs not detract from the contributions of the theorists to marketing. 
By posing these hypotheses, theories, principles, and law-s — general and, 
in many instances, untested and perhaps untestablc as they arc — the theo- 
rists do present the marketer with an opportunity to see liLs product or 
service in a new light, a new environment. This leads to creative thought 
or to marketing research, which will determine the significance of tlie 
environment. Out of all this, finally, emerge alternative courses of action, 
one of wliich will be ultimately selected. 

ConlribuiiOTts of economic theory. Marketing is a mere child alongside 
economics. The historj' of economics need not be recounted here, but 
when we reconstruct tlie role of .^dam Smith and others, it is understand- 
able why' marketing is viewed by many', especially economists, as an up- 
start. While theory' in economics h.as always given the phenomenon of the 
market an eminent place, the concept of marketing has been developed to 
describe a highly sophisticated art or activity that has not become more 
than an incidental element in economic theory — never fully (rc.ited, some- 
times almost unrecognized. As Henry' B. Arthur s.ays: “.Somehow the [eco- 
nomic] theorists have bypassed marketing as a dynamic, generative force in 
economics. Thev have not ignored the c.vistence of marketing as a business 
practice or as a fact of life. However, it is usu.ally treated by the economic 
theorist as a 'special case,' an incidental in the theory of imperfect com- 
petition.'-’ 

Economics is often described as being the parent of marketing. Or 
marketing is viewed as “applied economics, hilc tlicre iv gi nera! agree- 
ment that the contributions of economics to marketing .are subst.vntiai, more 
and more the marketing decision maker is turning to new .are.is for .t'-- 
sist.ance. Psychologv', sociology, and other bchaviorrd sciences nave found 
their way into marketing theory and marKcling practice to a point where 
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the marketing man is becoming less inclined to rely on the basic, eitrcmely 
broad pnnciples de\ eloped by the economist -* At the same time, his dis- 
satisfaction \nth the achievements and uses of economic theory has grown 
considerably dunng recent )cars \Miile the economist appears to restrict 
his interest solely to v\hat goes on m an economic life somewhat divorced 
from reality, the marketer must and does recognize tbit the movement of 
merchandise is a function not on!) of the mnnj uncontrollable variables 
portra)ed by tlie economist but also of the controllable ones advertising 
selling effort, and product change as vv ell as price 

Economists narrowly engaged m demand analysis find it difficult to 
recognize that the demand for most products is affected b) man) factors 
other than, or at least m addition to, price ^ct it is an unreal assumption 
that all customers and all suppliers are completely knowledgeable about all 
products in terms of location price, quaht), and qinnlity and that all 
products are immediatel) available on a unifonn basis Consumers do not 
always purchase that which has the greatest utility In fact, Uic ulbmatc 
user or consumer behaves in a manner far from the conformance visualized 
b) the economist X' SI 1— "7 

For these reasons economic theory docs not aid the marketer to an) 
great extent m the recognition of the marketing environment Basicillv 
the theorist m economics is not interested m the decision miking proc- 
esses of any one firm with respect to anv given proilucl or brand Invteid, 
he contributes to an understanding of the total cconom) — through descrip- 
tions and explanations of phenomena lie finds the marketplace, as 
viewed by the marketing executive, ovcrl) complex Too man) variables 
operate, placing obstacles m the path down vvluch he would like to travel 
Inward pure economic theory and the attendant bod) of kTiowIedge The 
onomist docs not have the necessary analvlical tools with which to aid 
ic marketer Tlius marketing, with ample borrowing from other disci 
plincs, is developing into an independent discipline, and the marketing 
decision maker must embrace a wide vanet) of disciplines and sources of 
information, such as marketing research and accounting data, in addition 
to economics 


MaHKETINC RESEABat AS AN Ewihonment Soubce 

Ever)' decision, vve have said, must have a beginning This licginning 
takes the form of a recognition of a mtd for some change We call it "the 
recognition of a marketing invironment" TIic passing of a marketing law 
poses a situation that requires some adjustment on the part of the com 
pany, or the marketer’s awareness of some broad marketing thcor) suggests 



Marhctirig Environment Source: 


G3 


to him that management sliould consider developing several courses of 
action and then choose from among them one best calculated to maximire 
profits. 

Frequently marketing environments come into view as a result of data 
from one source or another. Newly publish.ed census statistics, for c.xamplc, 
may suggest that certain population groups are changing in their character- 
istics, moving to otlicr parts of the countr\', buying certain types of 
equipment, tending toward certain types of housing, or merely growing in 
numbers— ^to a point where the marketer develops a new idea that m.ay or 
may not ultimately be accepted by management. In any ease he poses it as 
a possiljility: a marketing alternative. 

We live in a data-oriented economy. The modem computer, with its 
speed and memory' attributes, has cnhancc'd the use of data, but this trend 
was well established long before the computer became an important part 
of our daily business lives. Tire Federal Govenimcnt alone releases billions 
of pieces of data annually. Trade and professional associations have heaped 
up additional statistics related to specific fields. And slate governments, 
bureaus of business research at universities, and local chambers of com- 
merce superimpose more and more on the already huge mass of informa- 
tion. 

As one faces a decision, it appears inappropriate at best, witli these 
floods of data available, to suggest that additional data be obtained. One 
frequently hears the contention that "we do not need more data. We can't 
use them all now. Our problem is analyzing them and then attempting to 
determine what to do with them." How to bring order out of the chaos of 
data is tndy an ovcnvhelming assignment. 

Despite this mammoth warehouse of dat.i, which truly e.xcecds the 
limits of one’s imagination, marketing research is valuable in that it pro- 
vides still another source of infomiation for the marketer. In general mar- 
keting research can be described as that business activity concerned with 
the gathering and interpretation of data for the betterment of the market- 
ing decision. Tlje growth of marketing research stems largely from its im- 
proved d.iia-t ollection and analytical techniques and the c.xpanding need 
on the part of managements for data concerning their companies' specific 
markets, products, and brands, ^^■hilc census and association data provide 
great opportunities for envisioning new marketing environments, fre- 
quently more detailed information is required. Marketing research per- 
fonns an essentia! role here. 

.A. B. Blankenship and J. B. Doyle, in a thorough discussion of the 
field.-'* comp.ue the growth of m.irkefing research with that of the gross 
national product and p.irticul.ir m.irketing functions. For cxatnple. Exhibit 
G, comp.iring marketing research and C.N'P over a ia-year period, shows 
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EXHIBIT 6 

Grotth of Marketing RESEARai >3. 
Gross National Product Over 25 Years 


tSoiucel A. B. BUnkeaabip and J, D^tioylefMjrketmg Research Hantgeanii (N«» 
York Ctty American Management AssKiaiion, 1%S), p. 13.] 


Marleling Researeh Cross haMnat Product 



Dol/ars 

fMiUtOftsf 

Index 
Based 
on 1940 

Percent 

Increase 

Pret/ious 

Total 

Dollars 
(Billions! t 

Index 
Based 
>n 19r0 

Percent 

(nerease 

Prriious 

Total 

1940 

23.7 

100 

- 

100.6 

100 

_ 

1945 

42.5 

179 

79 

213.6 

212 

112 

1950 

99.8 

416 

135 

284.6 

233 

33 

1955 

183.3 

773 

84 

397.5 

395 

40 

1950 

300,0 

1266 

64 

503.4 

500 

27 

1965 

425.0 

1794 

42 

6l3.7{est> 

610 

22 


that marleting research has grou-n almost three timw as fast as tfie CNF 
since 19-10 although in 19-15 the CNP exceeded its 1910 figure b\ 112 
percent and marketing research xolume had increased onh 79 percent In 
1915-1930 marketing research grew four times as fast as the CNP, thouch 
in recent )ears it lias been growing onij about twict as fast But, as Blank 
enship and Do)le comment “A field which is doubling its size excr) fise 
y ears is still doing nicelj " 

Marketing researchs growth, then, is ahead of that of die econoiri) in 
general \Miere does it stand relaiue to marketing as a whole® Is all mar- 
keting growing at this same liigh rate® If retail sales can be considered a 
general mdicator of marketing actmt). Exhibit 7 shows that marketing 
research has grown to 20 times its former size, retailing, to onh 6 tunes 
In these terms, marketing research has increased more than 3 times as 
fast as retailing o\er the same 25-jcar period 

If advertising expenditures are used as a reference (see Exhibit 8), 
marketing research continues to show greater growth than advertising ac 
livaty Thus, wtUi 1940 as the index >car, marketing research has grown to 
18 times its then size, while advertising has expanded 6 6 times On an 
incremental basis, too, rnarkeling research has been doing better than 
advertising \nd the rate of marketing research growth relative to that of 
advertising has been constmtU stqipmg up since 1915 


Marketing Encironment Sources 


G5 


it has long been recognized as unwise to generalize from a 
sample of one, in the ease of at least one marketing rcscarcli finn tlie gross 
%'oluine reflecting client fees is 50 times that of its first full year of opera- 
tion — 1917. Tin's growth v/as achieved without the benefit of ncq\hsitions 
and mergings, merely tlirough a continuation of its initial sersicc, the ton- 
duct of the ad hoc marketing research study. Certainly such growth is tiot a 
function of lack of competition. E.\lubit 9 typifies what took place in three of 
the country’s largest cities during a 10-year period. While not all of (he 
firms listed under “Marketing Hescarch” in the various yellow p.igcs are 
truly in that category’, telephone directory listings do demonstrate tlie con- 
tinuing existence and even survival of marketing research actinty through 
the years. 

In decision making, marketing research contributes at two very specific 
stages; ( 1 ) during the recognition and determination of the signific.tnce of 
the marketing environment and (2) during the process of selecting the 
most profitable marketing alternative under consideration. In subsequent 
chapters of this book tlie role of marketing research later in the decision 
making process will he thoroughly discussed. .\t this point, however, ue 
arc interested primarily in the extent to which marketing research assists 
die marketer in seeing a situation tliat may call for change and in deter- 
mining the significance of the environment he has identified. 

EXHIBIT 7 

Grotoi of Marketing Research vs. 

Retail Sales Over 25 Years 


[source: A. B. BlanUcnihip and J. B. Doyle, Markctirif^ Research Manai^cmenl (.Vcw 
York City: Araerlcan Ktanagcment Association, 1?655, p. T1.] 
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2940 ■ 

23.7 

100 

— 

46.4 

100 

- 

1945 

42.5 

179 

19 

78.0 

168 

68 

1950 

99.8 

416 

135 

143.7 

310 

46 

1955 

183.3 

773 

84 

183.9 

397 

28 

I960 

300.0 

1266 

64 

219.5 

474 

19 

2965 

425.0 

1794 

42 

252.2 (*64) 

545 

15 
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Marketing researchers ha\e been accused of being “nuaothinlcrs“ 
those who disregard the whole to stud^ the specific.*" Such an accusatica 
lias at least partial N-alidily m that most marketing researchen appear to be 
engaged in Uie pragmatic aspect of decision making They are not in the 
business largely to develop marketing theory or glo^l generalizations For 
example, broad statements such as the following do not aid the marketer 
m making the individualized decision “The empirical fact that people tend 
to cluster in cities m given patterns of land use can lead to some important 
generalizahons about retail structure"** If anything, they suggest areas 
of thought for the recognition of the marketing environment, but even here 
marketmg research is c^led on for more specific data This is an important 
goal at Uiis early stage of the decision makmg process to develop more 
specific data about the nature of the environment 

Marketmg research is one of the anal)tical disciplines contributing to 
the business function of markebng As such, it is undoubtedly more mter 
disciplmary m its orientation than any other marketing related function. 
Exhibit 10 lists and classifies the contributions of the analytical disciplines of 
statistics and operabons research to markebng resear^, contrasted with 
those of the social sciences of psychology, sociology, and socul psychology 

EXHIBIT 8 

Grofth of KIarketlsg Research vs. 

Advertising Over 25 Years 

CSonrce. A. G. Blankeoship taci J. B. Dojrle, Marktititg Researeb Managtt^tnl (New 
York Citf. Aa«rtcaa Kbaagemeot Associicioo, 1%S), p. IS.] 
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1940 

23.7 

100 


2.1 

100 

- 

1945 

42.5 

179 

79 

2.9 

133 

38 

1950 

99.8 

416 

135 

5.7 

271 

97 

1955 

183.3 

773 

84 

9.2 

438 

61 

1960 

300.0 

1266 

64 

11.9 

566 

29 

1965 

425.0 

1794 

42 

I3.8(esO 

657 

16 
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Afcr/;r(fng Encironmcni Sources 
EXHIBIT 9 

NU^!BER OF AJaRKETIKG RESEARCH FIRMS LISTED 
IN' 195G/1957 AND 1966/1967 

[ScrurccJ Illinois Dell Telephone Company, Chicago, 111.] 



1956/1957 

1966/1967 

New York 

160 

355 

Chicago 

101 

180 

Los Angeles 

67 

108 


In most instances, the marketing researcher lias borrowed from this as- 
sortment of disciplines, embracing various bodies of data for his own partic- 
ular use and modifying tlie fools of the behavioral sciences to meet liis 
own needs. 

W'hile somewhat discouraging to many marketing theorists, marketing 
research is likely to be viewed as a hybrid rather than an independent 
discipline. At best it is multidisciplinary', but such fcrminolog}' merely 
emphasi/es the contributions of marketing research to tlie decision maker. 
Where the marketing theorist is somewhat likely to provide loo global a 
generalization for die marketer, tlie marketing research discipline can be- 
come as specific as ncccssarj' and pnidcnl. 

Those engaged in such business functions as finance and production 
find it difficult to grasp the fundamental measurement concept of market- 
ing research. Basically, marketing research deals in probable truths, and 
csen within that conle.st the levels of probable truth will vary greatly 
from tlie lower level, which liovcrs around something above the flip of a 
coin, to the other end of the continuum, which approaches a probability of 
1.0. Unlike accounting, whicli, quanfilativcly, seeks the ailfimafc in prcci- 
.sion, marketing research can frequently' settle for data tliat are “good 
enough’’ for the p.articular issue under consideration. \A’hilc the accountant 
becomes concerned when an account — no matter how small — dogs not bal- 
ance, tlie marketing researcher is often satisfied with data that m.ay in 
fact miss the truth by, .say', 30 percent. Tliis philosophy staggers many 
nomnarketing people. 

Generally speaking, data that contTibute to the recognition of a mar- 
keting environment do not demand the precision that is often necessary 
when we are attempting to select one specific marketing alternative over 
others. Data rewealing the environment merely sa/ggest possible ways the 
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[Source Tilham Lazer and Eusene J Kelley/'Ioterdiscrphnary llctizens rn Marker- 
mg,*' Jourra! of ^'arketing \ol 25, No. 4 (October 1''60), p 27 1 


Doeleao Algebra 
Competitive-Bidding 
Theory 
Game Theory 
lafofcaatioi) Theory 
lapat Output 
Linear Piogrinaiflg 
hbtriees 
Models 

Organization Theory 
Probabitiiy 
Queuing Theory 
RepUeeDeat Theory 
Search Theory 
ServomeehaoiSB Theory 
SinuUiion 



/ Advertising Research \ 

' Analysis of \ 

Distiibiitioo Qaaaels ) 
hlarkei Analysis 
Physical Disctibacioa j 
I Research j 

\Prodoet aod Price Analysis/ 
\ Sales Analysts / 
N^Sales Forecasting A' 


Dispetsioos 
Expetia ets 

Iiera Analysts 

Proportions 

Reliability 

Sampling 

Tabulation . 

Tests of Hypothes 

Variances 


Content Analysis 

IntrrviewiBj 

Polls 

Quesiioniuircs 

Ranking 

Samples 

Scales 

Scslmg Techniques 
Sociometric Ratings 
Surveys 


Association 
Camera Action 
Cartoon Tests 
Depth loiervie»iag 
Eye Carnets 

Galvanic Skin Response 
IiBpaet 

Personnel Tests 
Picture FtustraiiOtt 
Ranking 
Recall 

Scaling Techaiquei 
Seaiantic Differential 
Sentence Completion 
Subliminal Petception 
Theaaiie Appeteepiion 



SOCIAL PSYCIIOLOCV 


Cartoon Tests 
Error Choice 
Forced Cho ce 
Intervieving 
Piciore Tests 
Quesiioonalres 

Scaleli’ 

Scaling rcedeiqaes 
Sentence Complcnoa 
Surveys 

SubliminsI Pereepiion 
Thresholds 
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marketer can adjust to the situation requiring cli.inge. To illustrate, let us 
assume that a company is closely watching a competitor’s introduction of a 
new consumer goods product. Tlie c'ompetilor has a good six-month lead; 
the new item came to h'glit only when the company's salesmen throughout 
one geographic region noted growing distribution of it. .At this point the 
information the company has is actuallv loose at best; salesmen arc infonn- 
ully reporting the c.xistencc of a new competing product. But the precise 
extent of its distribution is not the kev to recosinition of the environment. 

« O 

No one has attempted to measure the degree of market penetr.ition 
achieved — ^whether 7 percent, 17 percent, or 75 percent of tlic stores in the 
tcrritoiy arc carr^-ing the new item. Such precision is not ncccssaiy. All the 
company is attempting to do at this time is to pose altcniative approaches 
to adjusting to this environment. 

Marketing research may be employed to establish the signilicancc of 
the environment. Distribution checks may reveal that within a geographic 
region some *10 to 60 percent of the stores carry the item. Whether the 
actual figure is *12 percent, or 57 percent, or whatever is not vital. Manage- 
ment knows that substantial distribution has been achieved; therefore, this 
environment can be considered significant on the basis even of rallicr entde 
data. 

If the distribution data arc sufficient to conn’ncc the company’s mar- 
keting management that a competing product should be introduced, then 
altcniative courses of action are fonned. Some later consumer marketing 
researcli, let us a.ssumc, has shown evidences of consumer dissatisfaction 
with the competing product; it has a sour taste that causes some consumers 
to reject it after initial trial. Tims man.igement can: 

1. Introduce a virtual replica of the new product. 

2. .Alter the taste of its competing product by adding a mild de- 
gree of sweetness. 

Actually, the altcnialivcs need not be restricted to two. In addition to the 
possibility of introducing a replica, there arc perhaps three Icwels of sweet- 
ness that would be feasible from a processing and cost standpoint. Market- 
ing research can then be employed in order to determine which one of tlu' 
alternatives should be ultimately' adopted. 

.Another example; Tlie scene is the annual stockholders' mei'ting of a 
huge bre.ikf.ist cereal manufacturer. The meeting has concluded, and the 
good gr.ites of the stockholders aie being sought by the sen'ing of tea and 
cookies. -As tlie members of the l»o.ird of dirccto.'s mill through the crowd, 
an elderlv grav-haired lady shaieholdcr approaches the chainnan and 
voices her dissatisfaction with the pack.ige opening on the company's 
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brand of cold cereal She w unhapp) with the difficulty she has not ot 1> n 
opening tlie package but in pounng from it as well Tlie chairman rxKt 
graciously promises to talk \nth the appropriate management people Actu 
alK, he has no wa) of knowing at this moment whether the stockholder has 
a wortliwhile notion But, lathei than ignore the complamt, he does sub- 
sequently communicate with the marketing manager, pomting out that at 
least one person is dissatisfied with the package opening ^\al the market 
ing manager re\iew the thought with the packaging people’ 

Thus a marketing ensironment comes into sight It is flimsj at best 
an elderl) housewife-stockholder merelj has expressed a degree of dissatu 
faction. But the marketing manager and the packaging people admit ihcs 
too base heard complaints The) agree to determine whether these com 
plaints represent onlj an isolated chronic group of complainers or a suB 
cienlly substantial segment of their product s users and nonusers to justifj 
considering some change A marketing research stud) is conducted, and it 
is found that “something around 30 percent* of the former users of their 
brand ha\’e \oiced fairly strong feelings regarding the madequac) of the 
package opening Tins imprecise 30 percent suggests a problem senous 
enough to require some course of action. 

The research conducted was not an exhaustiie, nationwide studs To 
the contrary, it embraced a rather haphazard sample of present and fomer 
users of the brand, with questions aimed at determining die Ie%-el of satis 
faction or dissatisfaction, plus some of the pros and cons of the package 
design Precision was not sought inasmuch as management was seeking to 
determine the significance of a marketing environment— support for the 
growing thought that a substantial portion of consumers might be nega 
ti\ e in their attitudes tow ard the package 

This may appear to be laboring a rather fine point Some ma) argue 
that determining what does and does not constitute data contributing to 
the emiroTunenl is mere verbiage To the contiar), however, hnoictng the 
role of data is one of tlie fun^mentol aspects of sophisticated decision 
making If data contribute or lead to the recognition of the marketing 
environment usually the) need not be as accurate as when the marketer 
atteiqpts to select one marketu^ course of acUon ov er others 

Marketmg research can be categorized by the method emp!o)ed in 
galhermg the data There are, for example, persona! or telepixme interview 
sample surv e)^, data coUeebon b) mail, and the store audit 

Personal or telephone interctew sample surccys Studies within this cat 
egory range from the informal questionmg of a few hardfuls of people to a 
high!) structured, formalized questionnaire involving a sample of nunv 
thousands of people drawn on a completely random or a probabiht) bass 
The cost of these two extreme approaches vanes greatly . from a few 
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liundred to many thousands of dollars. In either instance the persona! 
“face to face” or leleplione interview can be cmp]o)'ed. 

Tlie personal interview has several recognized adsnutages over the tele- 
phone approach. First, from a response viewpoint, particular U^ies of 
visual aids can be employed during the interview in order to enhance the 
accuracy of the rc-sponsc. Studies ins-oKang the design of products can be 
more readily administered face to face. In many marhcling research stud- 
ies, complicated scaling and sorting devices administered by the inter- 
viewee arc employed, requiring the presence of an interviesver. 

Second, the interviewer can make obsen'afions that arc not possible 
when the telephone method is employed. Tlie age of t!ic respondent, an 
estimate of the socio-economic level based on .sinroundings, and the gen- 
eral feeling of the intcn'icwcc with regard to a given point can be more 
accurately obtained during a personal inters iew. 

A third advantage of the personal interview relates to the representa- 
tiveness or precision Icwel of the sample. .Any telephone study must bypass 
those persons not having feleplioncs and those with unlisted numbers. In 
many studies this inability to reprcs'ml nontelcphone subscrilicrs seriously 
detracts from the accuracy of the data. For example, in a study involving a 
product where usage is prevalent among lower-income groups (if one as- 
sumes a liigh correlation between low income and nontcleplionc subscrib- 
ers), reliance on a telephone survey aimed at detennining use of the 
particular product in question may understate its market share or brand 
position. Tlie ownership of used automobiles would probably be under- 
stated if a tclcplione sample were the sole basis of the information. Were 
the study conducted in person on a facxi-to-face basis, however, the sample 
could be drawn independent of telephone av'ailability and would likely 
yield more accurate data- 

Tlie principal disadvantage of tlie face-to-face method is its high c-ost. 
Given a fixed basis for selecting, say. housewives for sampling purposes, 
the method may rc.sult in taking every nth housewife within specific areas 
f)f a rammunitv or geographic region. This means that an intsmewer may 
qiicrv' four or five housewives within one city block and then be required to 
move a great many blocks to another cluster of interviews, niis is lime 
consuming and hence costly. If tlie particular study requires second or 
third calls on individuals not at home during earlier interview attempts, 
the f.!cc-t0-facc interview becomes expensive indeed. 

But many compromises may be appropriate. The sample can be small 
in number, Tlie interviews can bo clustered rather than dispers»'d in a 
liighiv probabilistic manner. Tlie questioning c.in be infonnal. Cillb-icks on 
people not at borne can be ignored. Tlie idrpftonc can be employed. Of 
course, in using theve devices for bolding down costs, it is iiighiy desirah-ie 
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to look at the use to be made of the research mfonnation Is it being 
sought in order to locate dcscnbc and determine the significance of a 
marketing cmironment® Or arc the data intended to aid m choosing one 
alternative course of action from among the several under consideration’ 
In the former case highly accurate data are not alvvaj’s called for In Uic 
latter situation the research information usually demands higher preej 
Sion 

Data collection by mail Two types of mail studies arc gencrallv used. 
First IS the common mail surve) where questionnaires arc sent to a sam- 
ple of some particular list which presumably represents the people abo it 
whom the marketer would like to generalize A magazine publisher will 
frc(jucntl) send a questionnaire to Iiis subscribers asking them to supply 
mfonnation with regard to various personal possessions income mda 
ship vacation habits and the hk« Tliovc responding arc quite likely to lie 
dissimilar from those not responding People who have income posses 
sions and vacationing behavior to report are more prone to provide tic 
desired information than less fortunate people with little income minimum 
possessions and few opportunities for travel So if highly accurate data 
art sought it will be unwise to gemerahzc from those who respond thev 
simply will not be representative of the entire si bscnplion list Such a data 
collection procedure (resulting m its rather cnidc sampling process) tends 
to overstate tlie subscriber and explains whv despite all inadcxjiiacies this 
tape of study is persistently used as a sales promotion device on the part 
of publishers 

Notwithstanding the nonresponse bias inherent in most special list mail 
surveys this method is frcqucnilv entirely adeqinlL for developing data 
rtgarding a marketing environment Moreover special tactics can make 
special list approach a serviceable eflicienl elila-colleclion mctheKl 
for example if one is seeking informal on from owmers of a given make 
of station vvaigon it may be ejuitc feasible to draw a sample of cverv nth 
station wagon ovvaicr from rcadilv available and rclnblc lists of automo 
bile license 1 oldcrs cnclewing a valuable premium as an incentive for 
response Such ekvic-cs have Incn found to be liigblv cHectivc m reducing 
nonresponse Despite the ficl lint a premium may exist $1 $2 or even 
more the total cost is far less Ilian llie expense of locating these wnlcb 
dispersed owaicrs and then personally interviewing them on a face to 
face basis 

A second data collection method employing the US mails is tenned 
the controlled mail panel Uith this method a large sample of lo sr 
holds across the country is “recruited " Nutnbenng m the tl ousaii Is tl cac 
ire selected for a particular mail panel if first they agree to partieipite 
ind second they liavc certain demographic characteristics tint enable lit 
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recruiting organjyjitian to match or parallel designated census data; geo- 
graphic division as defined by the Bureau of the Census, urban versus 
rural residence and city size svithin urban, age of female head of home, 
and total household or f,amily income. Tlic rescarclt firms maintaining 
such mail panels have many that arc hept “in balance" svitb the total 
U,S, population. In addition, huge numbers of families are kept in an 
"unbalanced" reserve and arc used as a pool or for certain tj'pcs of studies 
where large numbers of respondents are required. (See Exhibit 11.) 

The nonresponse problem inherent in data collcc'tion by mail is less 
serious with the controlled panel approach. Provided there arc varied and 
continued incentives, the response to any partimlar surs-ey may be as lugb 
as 95 percent. Different finns employ different approaches to encouragi' 
participating families. Consumer product testing frerjccntly makes use 
of the mail panel, giving family members various products to frx- out from 
rime to time. Ilouseliold interest in new products app.arcntly runs high, 
and as a result families readily respond to nonproduct studies in order to 
make certain that they are not dropped. 

Tuniovcr among participants in these panels runs about 20 percent 
a year. It is accounted for largely by death, noncoopcralion. or movin'^ 
to an area of the country' where additional famihe.s are not required for 
balancing purposes. Some families are deliberately dropped. Obviously, if 
no replacements were made a p.anel ss'ould ultimately "grow up." Newly 
formed families must be brought in as older ones gradually pass from the 
picture. 

Tlic ad\*antagcs of using llie controlled mail panel for data collection 
in marketing research are several. First, it is losv in cost. .Most .studies em- 
ploying the controlled mail p.incl cost approximately half or even less 
than the personal, face-to-faec interview. The m.iil-pancl procedure, iu 
fact, approaches tlie telephone interxiewing method iu teniis of e.xpcnse. 
and many mail studie.s cost less on a pcr-"intervicw" basis. Tliis lower cost 
pennits a more freejuent use of large samples and enables the researcher 
to reduce the statistical error due to s.ample size. It fosters a more thorough 
look at the data, with the m.any different analyses that are possible through 
the use of largo samples. WTile mail panels arc not prob.ibihtx' .samples in 
the true sense of the word, they are widely ilisporsed geographically and. 
in x'icw of that dispersion, tend to have elements of prob.ibilily. 

Tlic number of f.uuilics axMihible from any one of several panels 
inainf.iined bv rese.areb org.iniAstious nuig<-s from 59.(XK) to IfO.OOO. U i.s 
rare (li.it anv stiidv will imolve such huge s.uujilcs. but they do pirmit 
the g.ithering of d.'.la from people who arc extremely difficult to locale. 
I,et us suppose .an aufomobiii' irwurauee lomp.my v..ints to obt.iin data 
about persons who have bad an automobile accident during the past .six 
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monllis. Tlie six-monlh time period is desirable so that tlic memors- 
factor will not unduly affect the reliability of the data. A questionnaire .sent 
to, say, 50,000 families might produce a workable sample of qualified 
respondents — those having liad accidents witJiin the prcviims six months. 
'Ilic insurance company could then analyze the data by age of auto- 
mobile owner, type of insurance held, amount of damage, nature of 
claim, or satisfaction or dissatisfaction with the manner in which the 
claim was handled. Descriptive data of^this type contribute to the mar- 
keting environment, and an insurance company conducting such a study 
anild confirm certain hunches before moving into subsequent phases of 
decision making. 

A second broad advantage of the mail panel is accuracy of rc.sponsc. 
For years it has been cont<-ndcd that the int(‘rviewer contributed greatly 
to the accuracy of the response during a face-to-face inlen'iew. llowescr, 
the evidence that has been growing in recent sasirs suggests that this is 
not always the case. 'Flie presence of the intersaewer causes some degree 
of respondent reluctance to discuss certain types of siil)jects. .Many re- 
spondents tel! the inters-iewer svhaf he or she thinks the inters iewer wants 
to hear. Even the dress of the inters-iewer influences the nature of the 
re.sponses; a moderately well dr^sssed interviewer will often evoke re- 
.spnnscs different from those received by one who is overdressed. 

An c.vpcriment employing two rnetliods of data collection — the mail 
panel and the face-to-face intersdew — revealed some rather striking dif- 
ferences in responses to identical questions where presumably tlic only 
variable svas the nature of the method.''- A sample of 200 families par- 
ticipating in Consumer Mail Panels in Chicago was drawn randomly and 
sent a lengthy questionnaire on a wide variety of subjects. Anotlier sample 
c-omprised of 200 neighbors of the.se panel families was interviewed at 
approximately the same time, using interviewers considered to be 
thoroughly experienced. The data .shown in Exhibit 12 reveal that subjects 
that might be considered somewhat personal or embarrassing tend to be 
more freely mentioned among those families where the mail-panel ap- 
proach is employed. One could rationalize from these data that people 
are more willing to “tell the truth’' when not faced with an ‘interx'icwer 
on a personal, face-to-face basis. 

The rr'sponse accuracy of mail-p.uiel studies is due in part to the con- 
tinued relationships that research firms maintain with their paivl families. 
,\s mentioned earlier, the testing of new products provides a built-in in- 
c-entive for participant.s. Moreover, the families im- encouraged through 
.such simple rlevicc.s ns gifts at Chri.stmas and birthdav card.s. Each panel 
f.imily providi's the sponsoring research firm with full and complete data 
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EXHIBIT 12 

RlSPONSES to QUESTION’S 

BY Mail and Personal Interviews 

tSource WjUiam F. O'Dell, '’Personal Incetviews or Mail Panels,' V©uma/ o/A'jftrh 
tng. XXVI (October 1562), p 36 ] 


' Have you ever . 

purchased margarine’” 
used eye shadow’” 

* Has anyone in your family ever 
borrowed any money from 

• a regular bank’” 

. • . a small loan company’” 

. . a credit union’” 


Persona/ /itlrrtieu/ Mai/ Pair/ 

Yer • Vet ' 


7$*: SZT 

46 59 


17 42 

n 13 

16 22 


Mith regard to finuK c-oiupositioii muI tlio<c dun nn stored for conipulcr 
use linking tlit mailing uu! ind\/ing of data luJiK tlDiiint 

llcscirchcrs who miw cojitrolhd mail panels in i light fre 

c[innll) point out tint pmtl participints become “tvpcrt'." and as such 
do not t)pify the popul ition tlic\ claim to rcpre<ienl It is nrciiid tint per 
sons who participitc in su 12 or 15 studies 'inninlls bteome osirl) 
Sciisilitc to product di/hrcncrs ind inordmafcl) sophistic itfd m inswcnu!; 
qucslionmircs This it is c-ontindcd results m little more tlnn a Innc ton 
siimtr }ur} Tlicri is lioutscr little CMdcncc to support such nssirtions 
and tliosc rcscarili finiis sponsoring nml panel opinlions offer the coun 
tcrarguincnt (hit (Ik iih (unions inul respondent who thoroughK iifider 
stmds her rcsponsilulitiis is lictler than the inltrsicwii who full of sus 
p cion peers through tin screen door and attempts to termiiulc the eon 
scrsalion is qiiickU as possible Too saj panel proponents the mail 
qiicslionn lire is filled out In the respondent at a coiisemenl time of das 
su tint It cont nils more eompfete information 

The ripid grosslh in the use of mail panels during recent jears siig 
gests that their worth as a research mstnimeait has been well established 
Certainly the low cost of panel use presides a great inccntisc for the 
mirkcting researcher sslio is looking for ensaronmentd data at rclatiseh 
loss cost 

Csisting controlled mail pmcls can be disidcd into tsso broad cate 
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gorics. First is the continuing reporting panel, sucli as the one developed 
and maintained hy Market Research Corporation of America. It is com- 
prised of several thousand families who report their pvirchases of a s'ariety 
of household items in a “diary*’ provided by the company. Tire housewife 
acts as the monitor for the family; however, all individuals within the 
household unit are instructerl to "report in” so that the total family pur- 
chases arc recorded. The diaries or reporting forms are mailed to MRC.A 
for processing, and the results are .sent to subscribing companies. Data arc 
tabulated and analyzed in a variety' of ways, particularly' by those con- 
sumer characteristics of a demographic nature. Tlie release of data is re- 
stricted to subscribers only. 

Tlie other type of panel is represented by those research finns con- 
ducting studies largely on an ad hoc basis. .<\mong these are the Consumer 
Mail Panels Division of .Market Facts, Inc., National Family Opinion, and 
the Home Testing Institute. Idic number of families or Iiouscholds partici- 
pating varies from one operation to the nc.\t, but in general all three or- 
ganizations have available many thousands of such units on a balanced 
or controlled basis, with additional reserves numbering in the tens of thou- 
sands. The data are gathered for specific clients on a contractual basis; 
most reports arc confidential in nature. 

The store audit. This data-collcction method cmploj's the obscr.a- 
tioiud approach, rather than tlie questioning process. The behavior of 
consumers is obsened, not directly, but by "auditing” what lias been 
purchased by consumers in retail outlets. The store audit embraces the 
old accounting axiom: opening inventory, plus purchases, less current 
inventory', ctpials amount sold. Tliis is, to be sure, a gross understatement 
of the method’s complexity. Highly' c.xpcrienced auditors arc rcf|iiircd, 
and the wilhin-store problems encountered at times seem to defy solution. 
With well-managed store panels, however, the audit approach can de- 
velop types of highly precise research information that arc not readily 
procurable by any other means — if at all. 

Presumably the store audit’s observational approach is used because 
the decision maker requires sales data and is not primarily intcre,-.ted in 
the attitudes or demographic characteristics of the purchasers. .,\ttitudiu.d 
or demogr.iphic information is, in fact, not available through store-ae.dit 
research. It is somewhat dangerous to infer customer type from the n.ilure 
of the rel.ul outlet. With the advent of the l.irge supcrm.ukef, dniuing lus- 
tomers from a wide arc.i, it is difficult if not impossible to conclude that 
certain tsjics of people are buying a given product or brand meicly Ik’- 
c.iuse they p.itroni/e a particular store. Hence, if attitudin.il and tletiiu- 
gr.iphie data are vital, another dala-collection method will have to be 
emplovf <1. 
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The store audit is thought by many to pro\-ide better purchasing in^or* 
mation than tliat obtained by questioning the respondent dirccllv. Or>c 
store can represent hundreds or c\cn thousands of purcliases, and, if tie 
store sample numbers m the hundreds, the data represent tens of thou- 
sands of mdisidual purchases in some product categories. To obtain the 
same mformation from the consumer, c\cn if one could assume perfect 
response information, would retjuire a great mans interviews. 

The A. C NTclscn Compan), ongmalor of the store-audit operab'on, 
has a relativ cly small sample to represent the entire countr)*. The N'lelsm 
f(X)d-store simple, for CTimple. is said to be somewhat in excess of 1,000 
stores and well under 2,000 fit is Nielsen polic)' not to reveal the speoBcs 
of its store samples) N’jcJscn has developed relationships vnth its stores, 
compensalmg them and thus being permitted to have its field people 
make monthly auebts This residts in a “Nielsen Retail Index” in the 
grocer^', drug, and related fields The data are avMtlablc onl) to client 
firms, but the information is not sold on an cxcJusivt basis 
Audits and Survc>s. of New York City, Ins developed a retail-outlet 
sample that represents a variety of store types, including food and dnig 
as well as hardware, speailtv, and others Tliis sort of panel is comidcred 
desirable for certain categories of consumer goods whose distribution ex- 
tends far beyond one given classification of retailer, for example, rarer 
blades, floor wa.x, tooth paste, and soft dnnhs 

Another research firm, SPEEDati, Inc. also m New ^ork City, pro- 
vides information on new items, discontinued items, weekly movement, 
inventory and weeks' supply on hand, and other data obtained through 
warehouse withdrawals Reports arc issued every four weeks to subscribing 

Both Nielsen and Audits and Surveys represent continuing store audit- 
^ operations A second type of firm conducts audits of an ad fioc nature. 
Such ad hoc auditing faeililics are maintained in only a few cities, but 
they include a rclitivcly large mimbtr of stores within each comnuinity 
Only those produc-t categories in which studies arc under wav arc audited. 
The firms m.iintaimng store panels of this type arc able to control mar- 
keting vanabfes, at hast in part. Urns permitting a reasonabfy prease 
measure of their effect 

Ad hoc auditing provides an excellent proving ground for a m'wly 
created product. It is often possible by this means to locate some prol>- 
lem — some marketing environment — that inav have been unsuspexted 
in the earlv stages of its development If the pnxluct can l>c prcp-ired m 
sufficient quantities, trial runs may reveal, for example, unanticipated di- 
CculUes in handling, stacking, breakage, or shelf life In studies of dus 
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nature Oie marketing cnxironment is recognized and corrective measures 
are indicated. 

Tin’s entire area of marketing rcscardi will be discussed more 
thoroughly, and in a different light, in later chapters as the marketing 
man attempts to select one marketing alternative in preference to the 
rest, Tlie subject is introduced here because it is one of the more important 
sources of environmental data. In some instances it aids in identifying 
the ensdronment; in other cases it provides data for assessing tlie sig- 
nificance of the environment. It is one tiling to suspect something; it is 
another to have a hunch and follow it up by' gathering the necessary' data 
to determine whether the hunch has a high degree of validity. In a sense, 
the marketer develops a hypothesis: a marketing environment. Subse- 
quently, marketing research may' be called on to test the hypothesis, to 
determine whctlier the initial notion has adequate substance. Seymour 
Marshak calls it “a sensing activity — the constant wiggling of the cor- 
porate marketing antenna, its probing of tlie world to sec what the world 
is like and what it needs, which at some sort of threshold point indicates 
a gap or void in the corporation’s adaptation to the world. . , 

Tun Mahketin'c .Audit and the Role of Acxx>u.vnNC Data 

Opportunities for recognizing a marketing environment for a given 
product or brand await the obsen'ant marketing man on all sides. The 
application of c\cn the broadest marketing principle or hypothesis fre- 
quently brings to light a situation requiring change. Marketing research, 
with its facility for developing hitherto ungathcred or unorganized data, 
gives the marketing executive a limitless vista as a backdrop for ingenious 
thought. .And, of course, many marketing environments leading to a .set 
of marketing alternatives stem from .sheer creative insight, imaginative 
thought, and ingcnious-medit.'.tion. 

Most of the clues to marketing environment we have cited up to this 
point arc to be found ouhiilc the company. In addition, however, a vast 
resource exists within the four walls of any company in the form of inlrr- 
luil clues to situations that may require some change. Tin’s is presided by 
the systemalrc attempt to appraise a finu’s total or partial marketing cifort, 
whicii is broadly termed a ’’marketing audit.” .Audits, per se. are nothing 
new to business rn.niagemcnts. The financial audit and the personnel audit 
arc accepted manageiial tools. But the inarkriiu^ audit appears to be 
rarclv conducted, largely because of the lack of marketing go.als, man- 
agement’s inabilitv to Inc.ite satisfaclotv data on which to b.rsc its evalua- 
tions, and — occasionally — an attitude oii the part of management that it i.s 
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not neccssii) to audit rmrVttin" pra'Hice lloss'cs’cr, assuming; Out tVcrc 
his been siifiiornt rmrlthnjj plannin" Jet us taJ»« a thorough lool a' 
\%lint a marlcling luclil js and\\*nt it could be 

Tlie marketing audit Ins 1)ccn denned as "i s\-slcimtic critical a"d 
impirlul re\icu and appraisal of the total marketm" operation o! iJ>e 
liasic objectives and policies of the operation and the assumptions vv| h 
nndcrhc them as well as of the methods procedures persoaneJ and o 
gam/jtion (mplovid to implement the policies and achieve the olijec 
lives'^’ Such a definition implies a hroid companvavidc asscssmcnl of all 
aspects and ramifications of mirkctmg Hovveser a marketing audt 
e m be less broid attempting for example to evalu ite the mark-bag 
sfratep of a coinpanv s given brand In anv event it is a se irelimg in 
ejuiry into ;«st mirketing ehetsom It aims at revealing a sjanptotn tiat 
uncovers i direction in which the companj or product is moving— per 
haps I wrong direction 

\\ith the marketing audit we uncover svariptoms that mav tngger 
corritlivi -ution In that sense it rtve ds opportimilK^s— possihli wavs of 
tiding things that will lead to greater corporate profits Uithout engaging 
in a gune in semmtics or making in issue of the diflircnce Ivclwcen 
prognostic" and diagnostic" the marketing audit ean lie construed at 
di ignostic in n ilure Its purpose is to 1 <h lU tcrfain mailetjtiacies or weak 
nesses so that remedial letion cm l>c tiken Tlicse weiknisses are inilv 
mirkctirig enviroiiiiKtits c-criun idenltfiahU situations that mav call for a 
etiursc of action 

llie development of i svsleinalie comprehensive vet workable ap- 
proieh to etindurtiii^ i muketing imlii has Inen ehsenhctl hv Slim*’ 
lie points out (he u< e el for elcsign ilmg a set of '•oiitrol poiiifr m the form of 
ki\ fieleirs rtliliiig to wpirile niirlelmg programs is well as the total 
marketing svstcni OhviouvK these control points should he chosen prior 
In the impleme iilaliim of ll e pi m I or e ich a definition i f wliat eomti 
lutes i "significant eltviilinn’' must Ik igrctd upon \ euutrol point for 
I simple ean relate to profit If the profit of a givaii cnmxni or that pro- 
ilieid h\ a particular product is ^realer than or erjuil to the expected 
pnifit all si oulel be well One co del irgut that as long is this is true no 
problem exists and no adehl onal control points will Ik ne-cesstrv How 
ever Stem lists additional rilios that in the final analvsis arc often more 
mcamngful as control points than a gross eritmon such as profit * 

1 S lies expense to safes revciiut 

2 Advertising expense losales rt-venut 

3 Sales force produclnitv per man 
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4. Physical clistribulion cost per unit. 

5. Ser\acc expense ratio. 

6. Average sales per order. 

^^dlile the usefulness of each of these control points is dear enough, 
the marketer mtisl remember that information leading to an evaluation 
on any such score may not in itself result in marketing action. .Assume, for 
example, that there has been agreement as to what the sales-exj^ense-to- 
sales-revenue ratio should be. Tlie data rev'cal a significant deviation, fall- 
ing outside the limit set, but this merely identifies an environment, which 
m.ay in turn call for more information, ^\^ly docs such a situation exist? 
\\Tiere are the weaknesses within the sales organbation? Is one salesman 
or one territor)' performing far below par? Actually, to refer back to the 
third control point listed, good information on salcs-force productivity also 
should have pointed to the broad weaknesses revealed by the ex'pensc-to- 
revenuc ratio. Once information of this tx’pe has been uncovered, there 
should be little managerial disagreement on the resultant alternatives. 

At tliis point the marketing man must rely on his company's ac- 
counting department to collect the necessary’ data. It is essential that 
tlierc be a close relationship between marketing and accounting man- 
agement. The marketer .should acquaint the accounting department with 
his report requirements: whether he needs sales data in units, dollars, or 
both; whether sales summaries arc wanted by product line, by geography 
(frequently geared to Nielsen areas), or by customer types. Such financial 
statements from accounting are categorized as posterior data in that dicy 
describe what has happened, but they may or may' not show ichy it has 
happened. In other words, these reports often aid in locating and analyz- 
ing problem areas, but they do not necessarily pinpoint courses of action. 
The marketing enx’ironmcnls they reveal frequently -arc so broad and 
all-encompassing that tliey’ can very well lead to a multiplicity of decision 
choices. 

The marketer's keen interest in financial data prepared by tlie ac- 
counting department stems from marketing's unique position: It is the 
only management function witli a dual responsibility for profit. From a 
profit standpoint, marketing must 

1. Attain a sales volume offering the ma.ximum marginal-income 
potential so as to pay’ fixed costs and afford adequate profit. 

2. Carry’ on its activities at the lowest possible Ics'el of fixed and 
variable costs compatible with the company’s objectives 
and policies.”' 
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Man) marleting people «ew accounhng Egurrs as ncre huto^sal 
data In contrast, the) see marketing research as a functwn that win 
aid diem m making a new decision not rc\aessing an old one ac* 
counting data too can be antenorrather than posterior in naturc^infoma 
tion presided m ads-ance of the decision, Charles 11 Sesin** descri'>« 
a marVebng cost anal)sis that re\ealcd (see Eahibit 13) that, out of ap- 
prorimatel) 300 items in a product line 6 were responsible for 35 per 
cent of the sales solume and contnbuted 86 percent of the ret operating 
proSt Further anal)*sis resealed that tlicsc most proGtable products lad 
been on the market for 10 )cars or more In contrast all products intro* 
duced during the prcsious 5 )ears accounted for a mere C percent of the 
company s total net profits (See Exhibit 14 ) 

These are historical data describing sshat has taken place but they 
are anterior in that the) suggest an cnsironment tliat in tum could srrv 
possibly require some bold decisions A wholesale condensation of the 
product line might csen result AltematncI) the dropping of these new 
products or an inacase m the nurkcUog effort behind selected items 
might be the outcome of this newly discos cred ensironment 

The American htarkcting Association through its Committee on Dis 
tnbution Costs and ESaenc). undertook an appraisal of the s-alues and 
applications of distnbution cost analysts during the late 1350‘s It de 
fined distribution cert anolysw as “the assembling of the various items of 
distnbubon cost into mcarungful dassificaUons and their compamon ci 
this form with altematiie expenditures and witli related sales volumes 

EXHIBIT 13 

Share of Sales and Net Operating Profit CONTRID^mc^s 
OF Sk Most Valuable Products 


[Source Oiules H SeTw, Meriiting rro^ur/ii'ity Analysis (New Tock Cry UKIrtw 
JiiU Book Cospiny, 196?), p.?? J 


hen 

Share of 
Net Sates 

State cf 

Net Operating 
Profit Contnluliot 

tears 
on Merlet 

All Products 

TotsI, Six Most Profiuble Products 
A 

100 0% 

58 0 

204 

100 cr. 

86.2 

36.6 

15 

B 

154 

24 1 

15 

C 

30 

4 3 

10 

D 

23 

4 0 

•0 

E 

12 I 

13 t 

25 

F 

£8 

4 1 

10 



MarJccting Environment Sources 


83 


and gross margin. More specifically, it is a technique nscci by individual 
business concerns for the determination of the costs' of performing specific 
marketing actisaties and for the determination of costs and proGts for 
various segments of the business such as products or product groups, 
customer classes, or units of sale. . . It is readily apparent that the 
marketing man must have a working knowledge of accounting and de- 
velop a relationship wath the accounting department so that appropriate 
data will be readily forllicoming. 

Majrketi.n'c Infou-mation' Systems 

During recent years there has been considerable interest on the part 
of forward-looking managements in what are generally called “infor- 

EXHIBIT 14 

Share of Sales and Net Operating Profits 
Accounted For by New Products During 
a Five-year Period 


[Source! Charles H. Sevin, Marketing Productivity Analysis (New York City: Mc- 
Grars'-Hill Book Company, 1%5), p. 56.] 
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mation sj-sfcms' or 'infelJjgcnce semccs" Applied to marVetme. thne 
business systems desclop nccossatj mformatjon of all hpes coord na't 
It and feed it to the s’anous proBt centers uilbin the concern la\;n; 
in todays data-onented economj, it is onl> natural tlut nunagemen‘$ o* 
panizc so that they can tabe ad\'antagc of the ucalth of infonnation that h 
at tlicir disposal So sjstcmatic. c\cn scientific is decision mabing todav 
that firms are gradual!) mosing toward orgaruzing for cOicient handling cf 
all data Exhibit 15 iliustmtes an organizational approach to this to*al 
information concept 

A marketing information s)stcm coordinates all U'pes of marketirg 
information external data as de\cloped b) marketing research scctncbn 
source material, and accounting infonnation In most companies todai 
the link betv.ecn marketing rcscartdi and accounting is weak indccrl With 
a program of marketing intelligence or a marketing information ssstem 
(his histoncal failure to work together can be o\ creome 

From the point of mcw of the marketing manager, a marketing mtcl 
ligcncc s\*stcm encourages a closer relationship between the accountarl 
and the marketing researcher Such a program could \cf) well be the out 

EXHIBIT 15 

A Fusctiosal Marketisc Orcasizatios Reflectisg 
THE Total Information Concept 

[source Getild Albauca, "laforcnaiieo Flow ead DeceBiralized Deciiioa U«IciB{ is 
Matketin;)" Cah/omia Managtnrnt Rrviev. DC (Suainer !%?)•] 
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growth of Uie continuous marketing audit, with its broad responsibililv 
for evaluating the enterprise’s marketing efforts, determining what areas 
present new marketing cmvironmcnls, designing studies and galliering ap- 
propriate data, processing and interpreting tlie resultant infonnation, and 
presenting it to the decision makers. Sucli marketing inleliigente, con- 
ducted on a continuing basis, can be tlie firm's "nervous svsfein." UliCfher 
corporate behavior is .skilled or clumsv' will depend on liow v.c!! this ner- 
vous system functions and how effectively the corporate bodv acts on the 
information it transmits.'*'^ 

How a company organizes for marketing intelligence is lieyond the 
scope of this book. 'Skliether the research director should report to the 
director of marketing intelligence or the director of marketing infonna- 
tion systems is not the issue. Such problems are organizational and can 
readily be resolved. Tlie point here is that information or intelligence 
has numerous facets; accounting data, marketing research, secondary 
source material, and a myriad of subclassiGcations under all thre<-. D.ita 
processing could easily fall within tlie marketing-intelligence spliiTe of 
influence. In any event a corporate centralized data processing area will 
at least sen'c both accounting and marketing research. 
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If you have knowledge, let others 
light their candles by it. 

— M.\i!CAnrr Fuller 


Ewclence Gathering 
for the Environment 


E toence catherixc for the enatronmext usually does not result 
in an immediate making of a marketing decision. Instead, it antici- 
pates tlic beginning of die fonnulation of alternative courses of marketing 
action. On occasion data uncovered at this stage of the decision making 
process are so conclusive or indicative that the formulation of alteniatives 
is obvious and an immediate decision can be made. However, the prirnar)’ 
intent of evidence gathering in the early stages of the decision is to assist 
in making certain that all of the reasonable alteniatives are posed. One 
of the most serious errors frequently made by decision makers is the failure 
to include all of the_ meaningful possible decisions that could be m.ide. 
A thorough and systematic gathi'ring of evidence at this initial stage of tht* 
decision is highly desirable so that no marketing possibility will be o\er- 
lookcd. 


Types of Evidence 

The importance of recognizing a marketing environment cannot be 
oveisf.ited. It is the beginning of every- decision, even though the uitsmate 
course of action may be to do nothing about the situation uncoveied. 
^\'hi!c some environments emerge from sheer im.aginalivc cn .itisity, me.t 
of them stem from the discovery hy the marketing man of a specific sitiM- 
tion. Jlis awareness of this situation may come through an infunn.dly c.\- 
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pmsrtl frrlinj sucli as a Ijousrtnfes complajnt about a product cr i* 
ma\ lx ilie oiUCTOulb of bis inicrprcljtion of data compiled at bs c-a'^ 
request Tliesc <bfa could lie m the form of secondary source nitru!. 
iiiarlitin" rcsiarth primar) data or internal companj data 


SrcovDtnrDtTA 

In a cmcral sense sccondirv data are those that alreads cujt aM 
arc not sptxialh gathered for the particular marlcting decwion under 
fonsukralion Tliej differ from pnmir> data in that the latter are on- 
mated h) the marketing man or Im marketing rcscarclier for a spetu^c 
decision in tin ofTing 

In most inslantes secondaij data contribute to *he identiCcaticn 
a markilmg (.nsironmcnt and it is rare tlul tlirv are orgamred refnes! 
and inahzed in such a manner as to fit nell into the solution of an mdi 
sidualurcd market iig problem Tlie masses of secondarv sourer matcrul 
compiled b\ sirtinlli unlimited numbers of professional and trade au> 
nations goicmmint bureaus and agencies federal slate and local gn 
emmenfs all <yp<.*s of media pnsatcb financed foundations and Initratis 
of busiiHss rcatartli it mam unncrsities provide the marketer with nuh 
more dati thin he can possiblv comprehend— even if he were to deverte 
1 is entire tune to such a task It is neecssan though tliat the mirVt tt 
constantlv bi alert to these various data sources and if he is crrJtivv 
111 will sir invaruiuiicnts emergmg tliat could vci} vvell lead to a pro''lab’c 
marketing ditisioti 

Piililishid duiiograpbic data that rcvral shifts in age groupings tlic 
popul ition ineomi information on families prepared bv the Bureau tf f'n. 
CtoMs data on vp< ndmg imils collected bv the hcderal Reserve BaitJ data 
■detailing the chirictcnstics of readers of Time and True Story nuga 
/me< anil compd itiuns of the Standard Indiistnal Lnil (Sib) art all ci 
ampks of second irv data. Information from these sources is incxpcruv'C 
.se Al'.y aU' .TC.’.dv'Ay.’" -dkyy iUerrAb -kir aIw ibla 

In additiiii these dita usuallv possess a lugb degree of accuraa espe 
tailiv wh I) gifhertil liv selected government agencies where h tic er no 
bus exists iml rrhtiseb large funds arc spent in the collection pro^v- 
Dala gathcrid bv organizations with a known sales bias hmvevrr nt.?t Ir 
subjected to dose serutin) allJiough here the marketer must rrTi'r'’’r' 
tlut the piifpove of gatlic-riiig secondarv data is brgsK in orilrr it. iJ ' 
the marketing cnvironnuml Tlic level of accuraev uiik-ss co'opk't’v « 
roneous is oftennot crucial 
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\Miile a number of indices of sccondar)’ data are available, the classifi- 
cation of this material is not always designed to make efficient use of the 
marketer’s time. For this reason a summarj' of the most frequently used 
sources of secondary data is valuable. 

U.S. Government publications. A number of these are available: 

1. Catalog of U.S. Census Publications (Bureau of the Census, 
U.S. Department of Commerce, Washington, D.C.; issued 
quarterly, $1.25 per year). 

2. Census of Population (Bureau of the Census, U.S. Depart- 
ment of Commerce, Washington, D.C.; three volumes, pub- 
lished ever)’ ten years). 

Vol. 1: Characteristics of the Population. 

Vol. 2; Subject Reports. 

Vol. 3: Selected .-Vrea Reports. 

3. Census of Housing (Bureau of tlie Census, U.S. Department 
of Commerce, Washington, D.C.; sit volumes, published 
ever)' ten years). 

Vol. 1: General Characteristics. 

Vol. 2: Standard Metropolitan Statistical Area /knalytica! 
CharacterisUcs. 

Vol. 3: City Block Characteristics. 

Vol. 4: Components of Change. 

Vol. 5: Residential Financing. 

Vol. 6: Rural Housing Analytical Characteristics. 

Registration data.^ The following records may be consulted by the 
researcher: 

1. Birdis. 

2. Deaths. 

3. Marriages. 

4. School enrollment. 

5. Income. 

6. Social security fax pa)’mcnts, 

7. Unemplo)Tnent. 

8. Sales tax payments. 

9. Sales and prices at public markets. 

10. Export declarations. 

11. Trade a.ssociations (and otlier organizations). 

12. Membership lists. 
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13 Customer lists (particularh credit ctistomers) 

14 Automobile registrations 

15 License requirements forwrious business actmtics 

Finding guidej Britt and Shapiro* have listed “finding guides” as aa 
Tid to locating reference sources 

1 Jlott ttnd Where to Ijooh It Cp b) Pobert W Murp'cj 
(Neu ^orl Cit\ McCriw Hitl BooV Companv, Ine^ 

721 pages SIS) 

Z Information for Arfmimstrafors b) Paul Wassennan (Ithaca 
Cornel! Univcrsitv Press 193C 375 pages, $S) 

3 Current Sources of Marketin" Infornintion bj Edgar Cun 
thcr and Frcdencl A Coldsfcin (Chicago 111 Ainencan 
Marketing Association 1900 119 pages $4) 

1 ArtiLitiej and Scrticcj of the Fedcrd Coicmmcnt fn Dittn 
bti/ion Pescflfch (Washington DC US Department of Com 
rntree 1937 00 pages $40) 

3 Sources of Information on Foreign Trade Pradiee (Washing 
ton D C IS Department of Commerce, 1959, 47 pages 
S23) 

6 Statistical Seriices of the t S Coccmmcnt (Washington 
DC Olfice of Statistical Standards Bureau of the Budget, 
rev ed 1939 S 40 ) 

7 S/otirtics Sources edited In Paul Wasserman Eleanor Al’en. 
Anthonv Kru/as and Onriottc Ct-orgi (Detroit MicK Cale 
Pcsearch Companv 1902 ZSS pages $15) 

Other essentials One annual publication and two quarterly joumah 
arc also essentials for the marketing man 

1 Statistical Abstract of the United Sfofcr Published annually, 
this volume embraces a wide variclv of data on the industnal 
socnl and economic aspetls of tht UnilcdSlates 

2. Journal of 'ferkefing Tins quartcrlv issued In the American 
Marketing Association pubhslics articles of a pro^wsional na 
turc in iddition to a comprehensive abstracting of nurkcltrg 
literature classified as follovvs 

a Advertising and promotion 
b Agncultuml marketing. 
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c. Channels of distribution. 

d. Communication and public relations, 
c. Consumer behavior. 

/. Cost, efficiency, and financing. 

g. Government and regulator)' aspects. 

h. History and trends. 

i. Industrial marketing. 

/. International marketing. 

k. Marketing education. 

l. Marketing management. 

m. Packaging 

n. Planning and strateg)'. 

o. Pricing and price policies. 

p. Ilegional analysis. 

q. Research and forecasting. 

r. Retailing. 

s. Sales management and selling. 

t. Storage and transportation, 
li. Tlicor)' and marketing. 

V. Wholesaling. 

3. Journal of Marketing Research. This quarterly, nbo published 
by the .'American Marketing Association but diroi led toward 
the marketing researcher, contains articles of a technic.d n.u 
hire intcresHng to those engaged in data collection and 
processing in marketing. 


C.VTECOmES OF MAnKETI.NC RESEAP.ai FOR E.NS7RO.NMn.NT.cr. EviDF-.SCK 

“Marketing research” is a broad term. It embraces all typ{«> of infor- 
mation and data collection and analysis aimed at assisting the marketer. 
At one extreme is the small jury' of “e.xperts" v-hose judgmental counsel 
is sought. In contrast is the large national study, based on a highly pre- 
cise probability sample and employing the latest and most effectise pw- 
''hological interrogation devices. In a broad sense, howfcer. ni.irketirii: 
rc.search employed for gathering environmental evidence categorizes itwlf 
into two basic tvpes: motivation research and descriptive .statistical .studii s. 

Motivation research. Motivation research aims at uncovering eon- 
sumcT or user motives that will aid in cxpkiining why customers buy one 
brand, product, or service rather than others. John .A. Howard describes 
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nioli\alion research as "the cnergi/int; process In which l)cha\ior is r> 
pclli-d Ernest Dichtcr more stmpU terms motu-ation research “f 
answers to the 'wh)‘ of human actions in order to desclop approppj'e 
straieg) to bnng about desired results and goals"* Human motors ire 
presumed to be identifiable at least to some cctml, and the researchci*i 
alnhl) to isolate and idenliK Uicm iids the marketing man in the rccx>gn. 
tion of marketing ensironmcnls If the companj marketing electrical cen 
duits, soup mixes, or home budding materials tndv knows uhy a consumer 
selected one brand or product instead of another, that knowledge conlnfi- 
utes greatly to the making of a wide \-anetj of marketing decisions pack 
age design, product design, adscrtising cop>, radio and tclcsnsion progran- 
mmg public relations and the like 

Motitation research is a form of markrfing research Like ndsertii 
mg. pricing, product or cop> research, motnation research males up part 
of a broader actuitj marketing research It drasst mans Ideas and con 
cepts from the bchasioral sciences, ssiih sociolog) and psjcholog) ten 
tnbuling most Until die earl) 1930s, behavioral sciences had rot plajes! 
an important role in marketing rescarcli, the emphasis before then has* 
ing been on sampling and the conlnbulisc role of statistics Motisalion 
research reached its peak of populant) diinng the 1930i and, m the cyn 
of many, was c\cn somewliat misus^ It has been referred to ai ih** 
“aberration of the 1930s m which the tools of clinical psychology were 
grossly ovenold and widcl) misused in the name of marketing research** 

The criticisms Iciclcd at motrcation research emanate largth frtm 
the fact that it was used as the sole basis for making marketing decisions 
For example, generalizations were made from a liandfnl of inters lews con- 
ducted b) a clinical psscbologist and applud to large populations At- 
tempts to sample populations in a precise form were largely ignored, and 
the emphasis was placed on creating new thoughts tlial liad, up to tlial 
point, not been considered TIiosc objecting to motivation research con 
tend that the samples cmplojed b) motivational researchers were irud^ 
equate, that the data were rarcl) revealed m the motivational rcscarchen 
reports, and that the relationship l>ctv\Tcn data and conclusions frerjurrllv 
embraced some inductive leaps tlial went far be)‘ond the obsmationt. 

A discussion of soap b) a motivational researcher illustrates tJie 
point * 

Soap Is one of the fnv products In direct contact with our Ixx’iet. In a 
recent experim*iit a fevx cakes of soap were handed to a proip o* 
and their reactions were watched What do jmi suppose w-as cew c* i <• 
fint tilings most of lliem did* No tl«rs slid no» at ti,e wan cf 
to talk about it Tl>e\ mcrclv slid ihcir tngers osxr Its s^-face. Ibev 
vs anted to see how tl>c soap wtwU feel when it loucJicd tl e skin 
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Soap is smooth when dr)', very smooth, nctiially slipper)-, when sect, and 
we all like thus feeling of smoothness. We like to touch glass. Children 
love to press their noses against smooth mirrors or window p.-mes. . . . 

WTiy docs smoothness make such a strong appeal to us? It is because onr 
hands are like a sensitive machine which connects us with the world of 
things, giving us pleasure or pain or other feelings 

Touching soap or any other smooth surface is pleasant, and the .skin in all 
parts of the body can give us pleasure through the sense of touch. The 
palms of our hands can give us intense pleasure, probably for the bio- 
logical reason that the human race had to reach for tilings to get a good 
grip on them in order to survive and develop. . . . 

Tlie three criticisms of motivation research mentioned earlier may or 
may not be true of the quoted example. For the most part the negatives 
regarding motivation research findings are valid only when the informa- 
Hon is used to select one marketing course of action in preference to 
odiers. However, when the clinical work of the psychologist or sociologist 
is employed to develop information leading to the recognition of market- 
ing environments and the subsequent posing of specific alternatives, 
motivational efforts can be of great value. 

Before the marketer scoffs at the work of the motivational researcher, 
he should first determine whctlicr the information is environmental (to 
be used in setting the stage for the listing of marketing alternatives) or 
actionable (to be employed in tlic selection of one alternative over 
others). WTien the information is environmental and is to be used in listing 
alternatives, the motivational researcher has performed a valuable service. 
Any information is "oversold” to marketing management, however, when 
the motivational researcher claims it will provide the sole basis for a final 
decision. Motivational research i.s, to a great e.xlcnt, an aid to creativity. 
It suggests new thoughts, new environments, and new marketing alterna- 
tives. 

The advent of motiv-alion research was enhanced by the recognition 
that responses to certain t)'pcs of questions were rcv-ealing infonration 
that, in fact, was far from the truth. "Wdiy did you buy a Cadillac? often 
evoked a response such as; "Because it has real value!” In many instances 
the real reason the person bought the Cadillac was an unadmitted one: 
"Because I want to show my neighbors and others that I am successful! 
\tdiilc this illustration is an obv-ious one, many product classes and bnuids 
embrace a wide spectrum of idiosv-ncrasics in tlie minds of users or po- 
tential users that do not reveal themselves in simple questioning. Tlicsc 
peculiarities and eccentricities result from the underlying drivc.s of con- 
sumers as human beings, motives that arc for the most part perhaps not 



realized bj the intcrvie\N ec These dm*es, urges, and desires result in tea 
sumer beha\ior The) can be categorized ^ 

1 AfFectional needs the reeds to fonn and ruintain 

barmonious and emotionall) satisfying relations with othen. 

2. Ego-l)olstenng needs the needs to cnhmcc or promote the 
penomlit), to acbicsc, to gam prestige and recognition, to 
satisfy the ego through domination others 

3 Egodefensne needs the needs to protect the persorulity; to 
a\t)id physical and psychological harm, to avoid ndicule and 
*1oss of face", to present loss of prestige, to avo’d or obtain 
relief from anxiety 

One can readiK translate anv of these needs into specific examples 
of an indisidual or pcnonal nature The purchase of a Cadillac u fre- 
quently the function of an cgo-bolstcnng need Makers of less expendi-e 
automobiles, aware of the cgo-bolstenng need, frequently advertise thrfr 
enrs m prestige or status atmospheres For a person of moderate circian- 
slances, ego Ixjlstcnng occurs in the purcliase of a middle-pnecd car On 
the other hand the purchase of a Volksivagen can l>c said to stem from 
» go-dcfen$i\-c needs, that Is, it is largely an effort to protect the penonah*y 
or to asoid 'psychological harm" The Vollnvagen owmer ui nun\ in- 
stances Mcns-s his purchase as cndcncc of his sensible svay of life lie sees 
himself as a practical penem who is saying to the world that he docs not 
find it necessary to acquire status objects 

The clinician In psychology, through the lntc^v^c^^ing process, will 
determine which need or combmation of needs is most appealed to by a 
giscn product class speciGc product, or brand, ^\llh tius information tlie 
marketer dcsclops certain altcmatne approaches and later selects o^ 
of them often aided by additional information of one kind or another 
TIic sociolopst, like the psychologist, contributes to tills broad area of 
marketing-environment recognition The so-callcd social class concept, 
propounded by soaologists, svas loo often \newcd as an analytical tool 
during the 1930’s when managements attempted to read more into it»d*es 
of this type Ilian was justifi^ Most of the efforts in marketing under 
taken by soaologists stemmed from Warner’s contention* that six socul 
classes constitute tlie basic divisions of Amencan soacty and tlut social 
class as a basis of analysis is often more meaningful tlian more commonlv 
used classifications such as income, age, aty size, and geograp^iy 

The SIX American social classes mitially charactcrued by ktamer wrre 
later reCned Joseph A. KaliJ * 
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1. Upper-upper or "social register" class. Tlie membm of this 
class are locally prominent families v/ilh considerable wealth, 
frequently second- or third-generation wealth. They live 
graciously, accept community responsibility, and reflect the 
excellence of good breeding. It is a small group, perhaps ac- 
counting for less than half of 1 percent of the total popula- 
tion. 

2. Lower-upper or "nouveau riche" class. Comprised of the 
more recently “arrived” and those "never quite accepted" by 
the upper-upper families, tliis group includes founders of 
large businesses and newly well-to-do doctors and lawyers. 
Also small in total, the membership of the lower-upper class 
is no more than 2 percent. 

3. Upper-middle class. The members of this group arc moder- 
ately successful professional .nen and women, owners of 
medium-size businesses, and "organization men” at the man- 
agerial level. Members of tlris class in their late twenties or 
early tlurties are "junior executives” and “apprentice profes- 
sionals.” Some 10 percent of the total population belongs to 
this social class, the great majority of the group being college- 
educated. 

4. Lower-middle class. Tliis group has been referred to as the 
upper portion of the "average man’s" world. To a large e.x- 
tent members are typified by nonmanagerial office workers, 
small business owners, and liighly paid blue collar families 
concerned with being accepted and respected in whitc-collar- 
dominalcd neighborhoods, clubs, and clmrches. 

5. Upper-lower class. Nearly 40 percent of all .Americans belong 
to tlie “ordinary working class,” typified by the semiskilled 
workers on tlie nation’s assembly lines. This social class lies 
in tlie lower half of the "average man’s” world. WTiilc many 
in tliis group make high wages, they do not concern them- 
selves widi spending Uieir income in order to become "re- 
spectable” in a middle-class way. 

6. Lower-lower class. Appro.ximately 15 percent of the popula- 
tion is included in tliis social class of unskilled workers, un- 
assimilated peoples of different ethnic backgrounds, and Uie 
sporadically employed. Although the group represents about 
15 percent of the total population, its purchasing power is 
thought to be appro.ximalely 7 or S percent. 

Tlie sociologist, in resisting the psydiologht, points out that the psy- 
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cho^ogurts ‘'tramirg has rr\t>lvcd around the $tud> the indjnd_al, }!'■ 
cannot jump the gap from studies of incL\ndual behavior to cf 

group behavior He ihinU the principles appUmg to individual be’.avxn 
arc equalK approprutc for group behavior But tliev an: oot a* atL Tbn 
arc on entire!) dilTcrent le\-cls of thought and mo’mtioiu “** Tie 
central thought propounded b) soaologists is tlial analvjcs bv socul<lm 
dimensions are the most fruitful of all classifications emploved bv anah'v 
cal purposes The) point to mam cases wilhn a given class vthere il- 
incomes of for example two families arc virtuallv identical but 
these famihcs for a great vanct) of reasons liavc a comp’ctclv d nardir 
“vva) of life" Maitincau'* documents this fact bv describing a irucl d-vt- 
whose earnings with those of lus vvife readied appronmatclv $13,000 a 
vear The) purchased a new Mercus), which ncidenlallv vvas bter rr 
possessed Martineau also points out that a domestic earning about JiiltO 
monlhl) also purchased a new Mercui) with pavinmts amounting to r<> 
a month This same customer group included a companv vice p'esis’'^* 
with annual earnings of $50000 and a sales manager with an annual la* 
come of $7,500 Any anal)iis by mcome would not reveal the ddrerrocet 
in these bu) cn manner of living 

This t)pe of anal)nis on the part of the sociologist has led him to di- 
vide each of tlie basic classes into smaller groups tlierch) hoping to evt* 
come the problem of the great djfferrnccs wuhin class The upper hawc* 
class for example might for certain anahlic purposes be subdivided ic*a 
“church going" and “tavern flopping" segments ’’ 

The efforts of both llic soaologut and the psvchologut in marVcting 
fiave been directed toward developing a more sophisticated appmaci 
to information and its analysis. Doth these groups of social scientists ctrv 
Itnd that up until ihcir advent into the arena, the inailcting res«rcf<T 
was cmplo)mg almost naive arul)tical tools with far loo much emphau 
on population sampling The ps)cbolopst argues tlial consumer behsvwr 
frequcnll) stems from motives that cannot be readilv comprtheadrd 
t1 rough traditional qiieslionmg approaclies Tlie sociologist claims tliat the 
social-class variable is so pervasive tlal frcquentl) sophisticated sam 
phjf^ pfiK<edur^ arc rtet Cfscaisa} he-coufc cS ihc A’cwscgri'f t) rf grer ps 
withm various social classes 

TJie contjibufions of social soen’isls to marVrting need not be d*^ 
bated here If negative opinions have developed over the )-ear$ with regi-'d 
to Uicir woib. It is undoubtcdlv because their findings were fretj-i^^ 
reported as going far bevond the recognition of marlrting cnvirenmr'tt 
The) often issued reports that not onlv petured tie envmnrie't **»- 
posed the altemalivTS but also actuaHy selected wliat was tliought to be 
most cffectiv e course of maiVcting action. 
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In most instances the svork of tljc psycltologist and tlie sociologist 
has its greatest value when restricted to tlic identific-ation of marketing 
environments. That one group within the upper-lower class can be termed 
church-going and another tavern-hopping is interesting, but this cer- 
tainly does not pose alternative courses of mp.rkcting action. Such a seg- 
mentation of the market, however, enables the researcher to be creative 
in locating alternatives for advertising copy and package or product 
design. If a particular product or brand tends to attract the tavem-hopping 
crowd, certainly ones advertising-copy altcmativcs would be different 
than if the market segment were typified by churcligoers. Mcrelv knowing 
the specifics of a market segment is in itself not sufficient for making a 
final marketing decision. To the contrarj’, such knowledge is only the 
beginning. 

One outgrowth of the sociological and psychological studies in mar- 
keh’ng has been the concept of “group influences" on consumer behavior. 
One of these concepts having particular application in marketing em- 
braces the influence of “membership aspiration" in a p.articular group on 
behavior. In the social or business world, a person is frequently highly 
sensitive to the attitudes of those in groups to which he docs not belong 
and to which he aspires. TIuis ho adjusts his behavior to confonn to the 
group or grotips to which he would like to belong, A junior c.vccutive is 
likely to be keenly sensitive to his comments in front of management, 
realizing that the extent of his acceptance by tlie management group will 
be influenced by what he says. Ilis comments, his business behavior, and 
his home life will frequently reflect those of the lop management group. 
This is sometimes referred to as the concept of upw.ird mobility. It c.v- 
plains in part why people buy a particular brand of liquor, a given make 
of television set, or a home in a particular suburban community. 

All these factors lead marketing people to slrise for the building of a 
correct so-called "image” for their brand and company. If the marketer 
wishes to capitalize on the concept of upward mobility, it is necessary- that 
his brand or company or sersacc have an image that will meet this desire 
in those persons blessed (or plagued!) with the desire to move upward. 
Tlie 'c'orrcct image — product, brand, store, or company — m.ay be obvious 
to the marketer with or without the aid of the sociologist or the psychol- 
ogist. But frequently "imagery studies” have aided in relating an exist- 
ing image at a given point in time with the desired image. This technique 
is merely the isolation of a situation that requires chang e a.ssurning that 
the ciirrcnf and desired images arc dissimikar, Thus the marketer is 
.still only at the beginning of the decision making process. He has merely 
identified a situation requiring change. Loc.iling marketing alternatives and 
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siibscqucntl) selecting one in preference to the others are steps jtt to 
taltn 

During recent jears p^cliologists !mc dcseloped a concept bxn 
as the “(hcorv of cognitne chssonanee" In essence it pertains to the ct 
sumers after purclnse doubt or jtost'dcnsfon doubt Olmouslj, tlie ta. 
l-cting man stnscs to maintain continued consumer acceptance of 1 
brand after purchase Cognitive dissonance maintains that when fu*i 
cs ents do not correspond to expectations one changes his expectations 
correspond to c\ ents Feslmger has stated tlic theory 

Dissonance almost aK\-a>t exists after a decision has been made betvn 
two or more allcmatises The eocnlii\-e eletnents corresponding to pr 
tne cfiaraclenstics of the rejected altemaUsTS and tfiose correspond 
to negatno cliaractenshcs of the chosen aliernative are disjonmi 
With tic action Uial has been laien TJmjsc cognilivT elements cen 
ponding to posilis-c cliaractemtlcs of the chosen allcmatnt and regal 
cluractenstics of the rejected altemalne are foartmon/ with the cognil 
elements corresponding to the action wluch has been talen.” 

After tbe consumer purchases a product be somelimes de\Tlt 
doubts occasioned by new and dissonant or inconsistent information (1 
tends to cause some aruicty about bis purchase Tlie signtlicancf to I 
mirketcf, according to Zaltman** is tliat *customers who ore cxpenmci 
cognitive dissoruncc may become dissatisfied customers thus necrssitali 
tint cverj Item must be mcrcfiandiscd after it is sold (The custorrn 
ma) conclude tliat the purchase was unvsise or perhaps riot ns wise 
lie ongunlly believed For this reason it is important not to oversell 
proshict " 

Tliese implications arc important to tlic marl^clir at tie fnil 

stage of the decision when he steVs to become awart of new sitiulio 
niw environments and new needs for change It would I>e unwisi for a 
marketing man to use the concept of cognitive dissonance as a basis 
“merchandising every item after it is sold" or “not ovtrstlling a produt 
Tlicse ire mcrcl) suggestions to a marktler Out his hrind mav not 
receiving suiBcicnt marketing elfbrt after the procfuct fs ih the hamA 
the user or ultimate consurntr Wliat should be done specificallv, if ar 
thing, would follow after the formulation of die alternatives Tlic tire 
of cognitive dissonance is a contribution of the ps)diologist to tie m: 
keter, suggesting an area tlial nu) bo In the form of an cnvuonm'-nt tl 
might ultimately lead to some new course of action Wlial the spen 
move will be is not established by the concept of cognitive dissonance 

In summar), molivalional research has made and continues to ma 
meaningful contributions to decision making in nurlcting •.fore and nz 
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marfccting men are papng serious attention to tlic valuable and pertinent 
developments in the social and behavioral sciences. Tlic census type of 
data, long tlic basis for tlie vast bulk of analysis, now must share its 
place with data derived from the study of man’s basic drives as revealed 
by behaviorism and with tlie sociological findings of ^Vamer and oOicrs 
who liave studied tlic influence of groups on individual behavior. The 
behavioral sciences provide tlie marketer with an analytical look that must 
be added to his current inventory' of various approaches and techniques 
of analysis. But it is important that the marketing man not view this 
environmental informah'on as tlic final stage of the decision making 
process. In truth, it is only one of a wide variety of sources of marketing 
environments, enabling the marketer to recognize new situations regard- 
ing product class, brand, service, company, or industry. 

Motivational research can be a spark to creativity. Tlie social and 
behavioral scientists, revealing data in a different light, frequently' uncover 
new concepts worth study. It is rare that the findings of motivational 
research, as conducted by the clinical psychologist or tlie sociologist, re- 
sult in specific courses of action. They do, however, aid in the develop- 
ing of marketing altemativ'es. 

Descriptive statistical studies. As tlie name implies, descriptive .statis- 
tical studies clarify a situation tlirough data. study revealing the age 
brackets of owners of specific automobile makes may analyv.c these own- 
ers further as to whether they are one- or two-car families. In other words, 
it clarifies automobile ownership by using data as tlic basis of description. 
In the .same way, analysis of the characteristics of coupon redeemers in 
tenns of income, age, and city si/c prov'idcs descriptive statistical data. So 
docs a national sample survey revealing women’s cooking habits and alti- 
tudes toward electric ranges. Such studies involve marketing research and 
employ statisUcal procedures in obtaining data from popidation samples 
.sy.sfcmalicall)’ designed and presented in tenns of averages or percentages. 

At this point we are concerned with the use of descriptive studies as an 
aid in identifying a marketing situation or environment. M'ithin this con- 
tc.xt.lhc need for highly precise data is not so vita! as when resc.arch is con- 
ducted to determine the selection of one marketing course of action in pref- 
erence to others. Ilowev'cr, descriptive data need not be haphazardly 
gathered, resulting in gross or misleading information. But, because de- 
scriptive, quantitative research information is at this point merely an aid 
in posing marketing alternatives, the risk of using “inaa-f|uati” d.Ua is 
small. In fact, it is a poor use of the research dollar to obtain in.omiation 
that is “too accurate” for the immediate purpose. .Most descriptive statis- 
tical studies involving market ri’search draw upon large population sam- 



100 


DtCCION INCtmOS 


pics so Aaf a s-ancf) of cross tabulations for anaKticaJ purposes caa 
obtained- 

Wlulc tlic problem of semantics is esrr present, dcscnptne sta‘ntxa’ 
studies arc sometimes dntjnostic as sscll as prrscnptisc Thes are 
tic ssben the) reveal marlctin" cnMronmcnls tlial subscTjucnll) lead ta 
corrective measures Tlic) arc prtscrtfttice vvhen the) aid the marlc'n h 
dctcrminini; vvhicli of a vanctv of corrective measures slould I>e talfT. 
Tlie goal of the diagnostic descriptive studa is to provide nurVetmg raia 
agement vvalh information that reveals the companv the product or the 
brand in a new light or with information tlat suggests some area of iv 
tercst that was either not hnown or mcrel) assumed to l>c true prior to t*^e 
confirmation provided b) the descriptive research Prcsnmahlv desaiptive 
studies do not cltarlv reveal cause and effect although mam descriptive 
research efforts are conducted for tint purpose 

Some examples wall be instructive Tlie data m Exluhit 10 were drawn 
let us sa\ from a large national stud) conducted among housewives Tlfcv 
show from a wide possible spectmm of subjects the attitude of Ixnsc 
waves toward two different food wnaps for kitchen use From these data 
an interesting rilafionsliip Intwicn ag« and preference can l>e rslahhvlied. 
Tlie marketer of W rap A sees his brand not enl) losing out overall b it also 
doing cspecuHv poor!) among vounger liouscwavcs Wlial does this fnfor 
ination mean to the marketer of Urap A* If does not speofical!) tell hci 
how to overcome Wrap B$ lead but it docs reveal a packaging ent nn 
ment that ma) suggest some wa)-s m which the )ounger age groups ran l< 
made to develop a more favorable altitude It is alwavs a serious markeliag 
situation when vounger and potcntiallv more important Iiouvcwivts tale a 
less favorable view of a product or package than older women the latter p^ 
sumably established in their bu)ing habits With Uie data in Exhihtt 1C 
(and perhaps some reasons for preferring one wTap to another), certain 

EXHIBIT 16 

KitchevWrap Preferences Among Holsetives 
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htpotlieses can be developed. But at the present time the marketer of 
\\ rap A does not have a .solution to his problem. In fact, he is far fro.ai it; 
he is mereJy beginning the decision making process in regard to his partic- 
ular wap. He has only uncovered a marketing environment that, in view 
of his '.new Jmowledge, indicates that something must be done to change 
the situation. His ne.xt step is to pose possible solutions to the problem: 
markeb'ng altematis'es. 

In a study (see Exhibit 17) conducted for the U.S. Steel Corporation*'’ 
as a service to manufacturers of automatic svashers and drv'ers, it was 
learned that the great majority of the present owTicrs of automatic washers 
and dipers are highly satisfied with the perfonnance of their m.ichines. 
measured by the frequency of needing service. If you were an advertising 
manager in charge of approving basic advertising themes for washers and 
dryers, what would be the significance of these data? Up until now you 
have not been aware of the liigh level of sati'^faction among owners in 
regard to service requirements. You are now in a position to consider re- 
voking past themes in advertising copy that have stressed tlie "service 
free" machine. Now vou must a.sk vourself: "Should our advertising strc,ss 
a quality that is already accepted?” Perhaps your alfcmativc of revoking 
this basic theme will or will not be readily acccptral In’ your advertising 
agency, which created it some months or years ago. However, with the,sc 
data forming a new marketing environment, the possibility of a cliangc in 
your advertising copy now comes strongly to the fore. 

In the same study it was learned that 96 of 100 pre.scnt owners intend 

EXHIBIT 17 

Degree of Satisfaction vcith Repair or .Maintenance 
Service Required for Automatic Washers and Dryers 

[Source: "Consumer Attitudes Toward Auto.matic T.-.shers and Dryers: Summary 
Report," a study conducted for the U.S. Steel Corporation {Chicago, III.: 
Market Facts, Inc., l965)-3 


0:iT.ers (By Percent) 


Feel That Service Has Beer: 


Much less th.an expected 

47 

Somewhat less than expected 

3-i 

About as expected 

2 

Somewhat more than it should be 

12 

.Much sore than it should be 

5 

(Number of Interviews) 

(2, 035) 
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to purdiasc another automatic washer As adwtisinq manacer. sou hi\t 
long cnttrtaincd assurance of this Icstl of acceptance of automatic 
ers but with tlie new data (forming a new environment), jtm arc no-* 
able (o male a strong stand with jour advertising agenej lour conpat 
must at once stop directing anj advertising effort toward reassunn«,o\\-,en 
that automatics are belter tlian wringer tj-pc washen Even though vtw 
are aware of the concept cogmtite dusonatxcc, jou fctl that tlie a! cmi 
tive of not conltnumg to "scU* pRsenl owners on the advantages of ai.*£v 
matics— on the basis of the new data~-must be considered 

In another stiid> involving descriptive data this one conducted for lie 
Duquesne Light Companj,** a wade range of information was gathered 
on the basis of a sample of 1 507 boustholds Tlie companj from a ni' 
Icling intelligence point of view, wished to detcnninc its current pemtra 
tion of Its market and its public image In addition the stud) oblainetl llx* 
altitudes of those intervaewed toward government ownership of iitilitei. 
A significant finding was that the percentage prifcrnng govenuuri* 
owmirship ranged from II ptrciait among those 55 jean of age or oWrr 
to 17 percent unong those under 25 jears \Miilc the great majontj of tie 
public prefers private ownership of utilities the stud) showctl o groviing 
fteling favoring public ownenhip among jounger persons If this trend 
continues and if tlie Duquesne market is tj'pical of others, utilities wPI 
face a serious public relations problem m the near future 

Certain tspos of radio and television ratings an. descriptive in nature 
Tlie Amcncan ntscirch Durcaii among its manj activities conduc'i 
studies on tticvision audiences Tlie raw data arc ohtamed through the use 
of household “dianis" Tliosc families pirtinpalmg in the samp'c are 
drawn on a random basis and then sslcctesl !jv tilt phone in ordtr to gain 
psnnission for the placement of the dunes rvluhil IS showa the audiftKO 
for three tilcvision stations revealing a vanttv of audience tharaclrru 
tics as will as the total share of audnnev each stition holds during criti a 
pt nods of the daj 

I^t us assume that joii ore the prcsidinl of Station ^\ nCH Dunrg 
the morning hours prior to 9 00 am vou have a hrger amlt nee ilua 
tin other stations comhimal (T07 versus 23? -y 122 1?) I rm 

9 00 A M to 12 00 noon Station WDI P with a rclativtlv pour carl' 
morning showing captures the largest audmut slian Tins trend lieio"«a 
evtn more proaounced from If 0(1 noon to 5 00 i sr wath sour 
\MtCn and Station WTAC stilling for an audience shghllj more 
half of Stition \\DrF*5 audience (497 vtrstis 277 — 25*) Tl-t-' 
data do not m themselves point to an obvious eourst of action f ' 
However, if these thta are new to vou txrtainU vou will iailutc a i r 
quirv to detenume whj this aiidiincr loss takes p’ace after 9 00 or 
Then withmanipaiicnt vou nimt fonnulatt possible eoiim-s o^flcticm- 




Station audience Summary 
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Amencan Rcteardi Bureau an^ ot)\cr resrarrij Emu provide » \irt* 
of report t)*pcs The N'icUen Tcletuion Index, for example, 1* based ca 
national sample of liomo* with !e|ei«ion Nielsen uhli/es llw diuj a* 
proacli In jddjlion, >joue\-cr. clecincil “aiidimcters,’* nlncb nwd ^ 
times ssl en tlie radio or telc\-uion set is on and to v.bal station it b tuott 
are installed m nch sample bomo Tlie audimctcr does not require 
assistance of simple fanwbes. and for this reason Nielsen is able to o>Ui 
certain tspes of infomnlion tbroii»b its use not as-ailablc \>}}m o’her « 
search techniques are emploxcd in data collection For cwnple, th 
f)UmI>tr of hours and mmutrs pet- <bt of tclesxsion siewinj; and ra<h 
listening nn 1 h? computed rcadiK from audimcter tajx*s Or the t\-p c 
progrim nhted to ai;t of \icn\ct can \k rcadiK determined, as sbov.-n i 
nshihit 19 


FXHiniT 19 
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The' A. C. Nielsen Company employs several thousand persons and 
has facilities throughout tlie world. The hulk of the data it gathers is de- 
scriptive and provides the marketer with opportunities to identify mar- 
keting envaronments with infonnation rarely available from other sources. 
While tlie data are issued by brand, much of .Nielsen’s infonnation is 
summarized on a regional and countrsavide basis. For c.xample, the effects 
of new and improved products, shown in Exhibit 20, uncover changes in 
pcr-capifa consumption that could be of value to mass marketers of gro- 
cery products. 

A large number of manufacturers conduct massive descriptive studies 
as a service to their customers. Tlie U.S. Steel Corporation study, from 
which E.xhibit 17 in this chapter was drawn, typifies tin's tj’pe of service. 
Another manufacturer, American Machine and Foundrj’ Company, has 
conducted an extensive study on the bowling behavior of the American 
public. While AMF’s interest in the bowling market as a maker of bowling 


EXHIBIT 20 

Stimulati.n'g Effects of Net and Improved Brands 
ON Area BmTNG Habits for Six Major Product Groups 

[source: A. C Nielsen Company {IPGt).] 


Flavored Soft Drlnlcs, Rcad>-to-Eai Cereals, Paper Products; 
Liquid Detergents, Frozen Dinners, Pet Foods 


Total, United States 

1960 

514.91 

New Enf,land 

513.76 

Metro New York 

15.52 

Middle Atlantic 

15.75 

East Central 

1-1.83 

Metro Chicago 

15.53 

Vest Central 

13.52 

Southeast 

15.22 

Southwc.st 

1 * 1-74 

Pacific 

17-71 


Per Cafiija Annual Purcf^ascs 
d/ 6 Product Lines 
uiih Sew and in proved PranJt 

1904 Inr^ea'c 

$19.37 I ^ I 


;S18.80 

12,83 

I9.S1 

20.20 

20.67 

18.48 

16.92 

19.03 

22.26 
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cquipmmt h obuot« lU collfction of descnptnr data was brp“l) fw 
the U5e of others widi a litamcss interest In the bowline EeM AMKi l<ng 
ranee goal Is maxiniwing ll»c elSciencs of the openlions of losslmg jnv* 
pnefors and iiding In t) e mirleting decutons of those selling to the 
owners of Imwhng estahlishments An example of the tspe of irfo-nalton 
rescaled b\ this stml) Is shosvn m nxhdnt 21 

Tlic literature of the socto’ogist and psychologist frnpicnll) conlams 
(he findings of descriptiSL statistical studies silualdc to (he nurlcter An 
instmctise example is a small studs conducted b) tlic Opinion Heseaith 

EMimiT 2! 

Dotlers* Participattos is Nosbotusc 
Recreatiosal Acn\mES 

ISostfer "7)1? Boirlioj MitVrt," ft snsdjr conducted let Aecticaa Uiekiec and 
Foundry Conp«ny (New Yotk City Matket^FftCfl Sew Yotki lac • J»Iy 
WO, ^ 48 1 

Pgttief'aud ta f^rettaUtmai Aeihlfy 

At I tati Pare At Lggtt 10 Titei 

It I oTi It Pair 

Aon Aon* 



Tata/ 

Oaw/rr 

*Oo-trr 

Taut 

Don/tt 

fouler 

Motion picture 

7C^. 

B7% 

70*; 

30". 

43". 

22". 

Cords 

CO 

83 

57 

39 

53 

32 

SftimjBiny 

61 

77 

52 

33 

45 

26 

Paid spons evens 

55 

73 

45 

18 

29 

13 

Dancing 

55 

71 

45 

19 

29 

13 

Fishing 

45 

51 

41 

I6 

19 

14 

Dasebalt or softball 

37 

57 

25 

16 

28 

9 

Sailing or boating 

30 

45 

21 

B 

11 

6 

Basket ball 

2S 

44 

18 

15 

26 

9 

Dingo 

28 

36 

23 

5 

6 

5 

Ping*Pong 

24 

41 

15 

8 

14 

4 

Hunting 

20 

24 

18 

6 

8 

6 

Teams 

15 

24 

10 

4 

6 

3 

Golf 

14 

26 

7 

5 

9 

3 

Horse racing 

11 

17 

8 

1 

2 

1 

Skiing 

9 

16 

5 

2 

4 

1 

Weighted Base 

(9.377) 

(3,375) 

(3 159) 

(9,377) 

(3.375) 

(3.IS9) 
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Coqjoralion of Princeton, Kew Jersey, on the relationship between the 
mobility of pc*ople and their likelihood of purchasing a new product. In 
general, the behavioral scientist has been interested in classifying persons 
(coasiimcrs) in tenns of their udllingness to adopt an innovation. Ibc 
consumer-adopter categories and their characteristics arc as follows;*' 

1. Innovators. Tj-pically youngest in age and highest in social 
status, tl3C members of this group are most likely to make 
risly decisions. Tlicy rely heavily on impersonal and scientific 
information sources and on communication with other in- 
novators. Frequently they arc die community’s opinion lead- 
ers. Innovators arc estimated to comprise 3 to 5 percent of 
many groups or communities. 

2. Early adopters. Greatly respected widiin their social circles 
and usually enjoying liigh social stahes, (he members of this 
group are more likely than those of any other adopter caic- 
goiy to be opinion leaders. Tlicy frequently hold ckx-ted posi- 
tions within the community, arc younger than later adopter.', 
and tend to confine their social relationships to local groups, 
Some 10 to 15 percent comprise this categoiy. 

3. Early majority. Innovations arc not considered by the mem- 
bers of dlls group until a sizable number of tbeir peers, es- 
pecially the early adopters, have made the step. The early 
majority arc above average in social status and lia\-e coiisid- 
dcrablc contact v.-itb salesmen and early adopters. Approx- 
imately a third of any community can be categorized as 
early majority. 

4. Late majority. Tlic members of this group exhibit little opinion 
leadership. Below average in social st.'itus and income, die kite 
majority seem to require considerable sodal pressure before 
an innovation is adopted. Anodicr tliird of the community 
comprises diis category. 

5. Legeords. Tliose in this categor}- are likely to comrntmic.ife 
chiefly xs’ilh other laggards; tliey are scmi-isolatcs. Having 
the lowest social status and lowest income, laggards adopt a 
product after it li.as already been superseded by other innova- 
tions. The size of this group has been estimated at between 5 
and 16 percent of die community. 

The Opinion Research Corporation also has conducted a pilot study de- 
signed to determine the relationship between early product adoption and 
consumer mobility;’-''' 
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nar!v a(!op*n traw! rvtT and cliarce irudmcr mcrp of n iVv »V»» 
rwe mo^’^*^ont tf om patjonal and «rino~*'- Irxrh t‘j«n asvxv 
ato wj li a wider lanrtx o* peop'c of diferrril tipn lhf> mo\r t’ nx ;S 
more rducationa! I-itU and tru*ittition< lf«*) read rrserr and n 
tnoiT tf rou:;b more tn’cPectual »nP ictic«. 


Wlut do tlime statctiu iitJ mean lo the matVeting man about to irtn>. 
duce a ncii prwiiict’ IIow can lie libc ad^-antat;e of llus informaMon that 
telh him (1) tint the jxipulafion can be diodcd into \-anous calecann o* 
adopters (2) that the mno\-ators or cirlv adopters are more lilch to be 
rc$ponsi\e to nm\ products and (3) that ejd) adopters arc more noble 
tlnn ll osc not in the calegonis of innosators and carK adopters’ InfoTna 
tion of this kind is not liVcl\ to lead to a specific marketing decision. Tbu 
ts-pc of research liowcser miglit suggest some new arras of lliouclt re 
gardmg the comnunications methods lo be emplojcd dunng a new prod 
ucts introductory penod Certain l\-pcs of groups such as high status 
churcb o’ganizatiom PTAs and associations of college women fom 
population segments perhaps worth pursuing aggicsmolv Or if he wnd eil 
to be c\cn more sclectisc the marketer might seek out the Iiadm snth n 
ihise groups such as am*nt and past officers Dul these siiggestiom vc 
mcrcl) ideas Knowledge conccromg the \-anous categones of adop'rrs 
presides a marketing cnsaronmenl tliat ssith more Jnfonnalion migll 
lead to a sensible set of marketing altcroatiscs 


Acc 30 trvTi>c IsroR.\tA*nos 


Man) marketing deasions use accounting data as llic ongln of tl.e 
marketing environment Trofit or rcltim on msTstment Is of coirse al 
wa)s of pnmc interest to top management Tims when a particular p-wl 
uct falls below a specific goal in terms of profit or return on mscstmmt 
management raises the danger flag and imlialcs inquiries among tliose re 
sponsible for producing the required profit This financial information tV 
\clopcd b) tlie accountant mcrcU identifies the environment It does not 
solve the problem but it docs occasion the posing of marketing al'rma 
tivcs Should the product be abandoned or continued’ Slio ild tlic mar 
keting effort be increased or decreased’ Should Uic advertising effort or 
the selling effort or both lx? contracted’ 

Accounting data because ihcv are histoncal in nature, contribu’r 
largelv to past decisions in tlic form erf feedback data leading to tlfC recog 
nition of new marketing environments Tliwo decision tvpes must rci 
brace those whose data flows And ihctr wa) mto (he account ng reps'tisg 
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s\’stcm. An advertising decision relating to consumer attitudes requires 
information tliat never appears in a financial statement or in any special 
analysis of accounting data. However, considerable data on basic market* 
ing activities such as advertising, selling, product development, pack.igine. 
and pricing do, in one form or another, reside in the accounting de- 
partment. For tliesc reasons tlie marketing environments likely to be un- 
covered through the use of accounting data pertain to past product de- 
cisions and attendant marketing costs. 

Tliis e.vplains why the accountant enters into the marketin'; picture 
when discussing “sick” products. Kotler-" lists five "decision rulc,s” in the 
form of cjucstions for the most part requiring accounting data that aid 
the marketing c.xccutive in locating product candidates for abandonment: 

1. Has the product's share of the total company sale": declined 
for K or more periods? 

2. Have recent sales, after adjustment for cyclical factors, shown 
a consecutive decline for K or more periods? 

3. Has market share shown a consecutive decline for K or more 
periods? 

4. Has the gross margin on this product declined for K or more 
periods? 

5. Docs tlie product's coverage of its overhead amount to less 
than K percent? 

The K's are chosem by the management team. For c.sample, if the 
team sets K, = 3, then management thinks that three or more periods of 
sales decline should put a product on the "sick” list. All questions are 
linked in a series so that a product nmsf, according to Kotler, cam a nega- 
tive answer to all questions to be certain that it will survive without an in- 
vestigation. Those products that attract several positive re.sponscs are not 
automatically dropped; howcv'cr, in their case alternative courses of ac- 
tion must be formulated. With the exception of Question 3, the account- 
ing department must provide the infonnalion for basing .answers to the 
other questions. Some of tliesc data may truly surprise the marketer or 
force him to recognize a situation that suggests a big cliango, such as the 
dropping of a product. 

Mucli marketing information at the retail level involves accounting 
data. Proorcssivc Croccr, a business publiccition, conducted a study 
among Coloni.al grocers’ stores to determine the wccklv dollar grO's mar- 
gin of the top and bottom 25 product groups. Accounting data prov'idcti 
the sourc’c for the findings of this study, an extract of which is shown in 
E-xliibit 22. 
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EXIUDIT 22 

20 SurERU.\RKET PRODUCT GROUPS, 

Ra *0:1:0 DY Teekly Dollar Gross M\rgk 

(Cxeft^mg Mfal gnj Pro/jce 


ISource' "Cchnut SluJy,” • torrcf cob^octed by Pregfesth* Crocer (Ptgf’tttlrt 
Grocer Pnbhibing Coeptay, 1963) 1 






im 


;i20M 

14.0;; 

Frozen leaon fufee 

<0.01 

U.3* 

Cookies, cooes 

121.40 

22.2 

Sauerkraut Juice 

0.02 

40.0 

Packaged eaady 

104.38 

27.7 

Frozen peaches 

0.03 

20.0 

Konpaefcaged cheese 

93.68 

23.8 

Fish food 

0.04 

33.3 

Cookies, biscuits 

93.02 

22.3 

Pets’ conbs, brushes 

0.05 

29.4 

Crackers 

80.46 

24,6 

Eye care, first aid 

0.07 

31.8 

hhik 

76,25 

9.0 

Ice creara, sherbet 

0.07 

15.2 

Toilet paper 

73.40 

21.1 

Pectins 

0.09 

14.8 

Geld cereals 

72.65 

19.0 

Traps 

O.IO 

35.7 

Toothpaste 

70,22 

31.3 

Harid cleaners 

0.10 

20.4 


A sopliUtiealctl ciglit*\sctV cxpcnmcnlal test. im‘o!\ing an accounting 
ftnal)$is, \vzi conducted for eight frozen food departmenU of a New 
Cngiind food cliam** Tfic disph) space was altered from nonnnl to the 
extent of minus 10 percent, minus 20 percent, plus 10 percent, and plus 
20 percent Measured for 13 product groups, the marginal sales and re- 
turns were shown for the department and the product groups studied. 
High margins and low x-anabic costs resulted in a net profit amounting 
to 39 percent of sales Tfiis figure was apprOTimatcl)' douhle the store 
net of the axerage cliatn. 

With such accounting information, comparisons can be made among 
\.iiriou$ product groups In this case, a rcoppratsal of tlic margin struc- 
ture would Iihcly emerge As a result of recognizing a nexx* maileting 
iwi.’Aftv.’TMw) sXvwgh sprrjJSr alJmoatjvrs ttntld 

then be posed and action sulwcsjucnll) taVrn 

Norm 

Ulsrper Ilo>-J. Jf., «rwl Ralph Wot/all, Wffflrting Unectch (nwTy-»xio.i. ItL 
Ridurd 1> Irwin. Jive., lOG-l), p 223 

*Stnurt flrntterton Rnlf #rxf A. Slwiplm tr» Find XtirUti-j; tt-ii. 

llarrcrd iJuimm Hciinc. 40 (S<-plrtnl«T-Oi.Scf'»T 1902), pp 44 SO , ^ 

sjoJm A Itoward. 3lcrlfims e>vl Pu^rr Pfliotijr (Srw Irak 0*> 

Columbu l'ri\cnUy IVr»«, 1002). p 92. 
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Ernest Dichfcr, Ilandhooh cf Coontmer MaiicrJi’yn; (N'nv Vo;5; City; McCravv-HsIl 
Bool; Company, 19G-5), p. sai. 

'Ralph L. Day, editor, Mcrl.ctlng Models (Scranton, Pa.; International Tratliool; 
Company, 195-1), pp, ii, x. 

^Dichter, op. ci!., pp. 1S7, IBS. 

^ Perry Bliss, editor, Modj’ting end the Behavioral Sciences (Boston, M.ass.; .^llyn 
and Bacon, Inc., 1953), p. 46. 

' \V. IJoyd Warner, Marda Meeker, and Kenneth Eells, Social Class in A'nrrica 
(Cliicago, II!.; Sdcncc Research Assodafes, 1919). 

* Drawn from Richard P. Co!cm.in, "Tl-.e SicniGc.anee of Social Stratifiration in 
Scllinj;,” Marlcling end the Bchaeiorcl Scirnccs, Perry Bliss, editor (Boston: AIRti a.nd 
Bacon, Inc., 1063); and Joseph A. Kahl, The American Class Structure (Ness' York Cits: 
Rinehart & Comp.any, Inc., 1037). 

Pierre D. Martineau, "Social Cl.ass and Its Very Close Relationship to the Indi- 
vidual’s BuyinjI Bchas-inr," in a speech delivered to the Winter Conference of the 
American hlarkclinj; A.s5oci3tion, DeccmlxT 1901, 

• ’ I hid. 

Biehard P. Coleman, "Tfie Si;piificancc of Sod.al .Slratificaliori in Scllin'',” in a 
speech delivered to the Winter Corifcrcnct; of the /Vmcrican Marketing Association, 
December 1961. 

” Leon Festinper, A Theory of Coer.Uicr Dissonance (New York City: Harper fc 
Bow, Publishers, Inc,, 1957), p. 291. 

’’Gerald Zaltman, Morkriing: Ccntrihutcons from the Behavioral Sciences (Ncse 
York City; Ilarcouri, Brace & World, Inc., 1963), p. 02. 

” Experimental research, described in Ch.aptcrs 9 and 10, is much more meaningful 
in die establishment of c.ausc and effect, a necessity when diagnosOc studies .ue aimed 
at determining which of several variables has some or the greatest e.7ect on consumer 
behavior. However, as Paul E. Green pointed out in a paper di-livered hefore the 1966 
Fall (Conference of llie American Marketing Assodalion, ‘'Espcrimcnls c.an be performrd 
on an exploratory basis for identifying variables thought to be causally relatei! to 
certain events. . 

•* "Consumer Attitudes Toward Automatic Washers and Drj'crs: Sirmnwry Report,” 
a study conducted for the U.S. Steel Corporation (Chicago, 111.: Market Facts, Inc.. 1963). 

” "Duquesne Light Company Survey of the 1963 Market" (Chicago, 111.: M.arkct 
Facts, Inc., 1965). 

Most of this discussion has l>cen clrawm from Zaltman, op. n't., pp. 45—19. 

Reuben Cohen, ".A Tbeorcfical Model for Consumer Market Presliction,” Socio- 
logical Inquiry, XXXII (19G2), p. 46. 

Philip KoUer, "Phasing Out Weak Products,” Harvard Business Bevine, 43 
(March-.April 1965). pp. 107-118. 

Leland E. Ott, Frozen Foods, Marpns, Costs, arul Betums in Bclatinn to Display 
Space, Economic Rese.irth Report So. 235 (Washington, D.C.: Econo.mic Rrsearrli 
Service, U.S. Department of Agriailture, July 1965). In addition to portrav-irig the u’e 
of accounting dat.i. this study is an example of how experimental studies can .someti.mr3 
be employed in tievcloping environmental data. 
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marlct segment The acIi,Trti$ing manager responcLng lo (hU ne%*i> 6^ 
\elopcd mailcling cn\nronmenl, jkh« alterunti\e mirlct segmerH H 
a listing of the media nccrssajj to rracli these ntns nvuiets, in retres- 
sped. howc>Tr it can be seen that the fi»U b) m nuTugements ctrtrn 
tion that the advertising cTorts were misdirected Tlie truth was let us 
sa\, tliat management was not providing t!ie advTrtmng mnagrr wvh 
suOicicnt funds He was aiming at the correct nurlct, but he had inade- 
quate firepower 

The advertising manager however, errei! in not detenntning the si? 
niGcancc of tlie newh encountered emnronmenl (managements eon*m 
tion dial the ndvcrtising was misdirected) \ rcasonnhij ihomugh s'udv 
uotild have established (he correctness of the advortising marugrrs m? 
tial decision to direct his efforts toward the marlet segment he had pte 
sfousl) selected But he did not question managements position smpiv 
proposing altcmativis in accordmcc with their wishes As a ri'siilt t!>e 
action misfired for the reason that tlio newK attaeVed marVet segmrtili did 
not offer sufficient potential In other words tlie wrong altcmalives were 
posed After this trul and error, management relumed its efforts to tlie 
initial marVcl sigmcnt and increased the advertising appropriation. If tfie 
advcrtmng manager had understood the tola! decision maltng prrvcrts 
he would have responded to managements recommendation mort mtel 
ligcntl) He should have considered other a1temativ('s>— in addition to tliat 
brought about bj managements criliasm Such fault) tJiinlmg grratJv »/ 
fccts profits and increases marlcting costs 

IsrrrAi. SrAirMrsT of MAnimNC Altovsativts 

Developing marVeting alternatives proceeds tlirougli two stages t'le 
Mlial statement and the final stalcmciil In the initial statement it is not 
necessar) that all decision possibilities be at the ’s.ame level" l-et m erm 
tinue with the illustration of the adveituing manager whose managnrwr't 
urged him to pursue different rnarlcl segments Tlie advertising man could 
have posed crroneousl), a more complete set of altimatives as follows 

1 To continue to allocate cxuling advertising funds to Msrtrt 
Segment A. 

2. To reallocate csistmg advertising funds to Market Segment B 

3 To reallocate existing advertising funds to Market Segment C 

4 To increase the advertising appropriation 23 percent cortmu 
mg to direct the effort at Market Segment A 

5 To increase the advertising appropriation 40 percent. contir> 
ing to direct the effort at Afarkct Segment A. 



Formation of thr Marhcting^ Altrmofiocs I IT 

Alternatives 1 tlirough 3 are not at tlie same level as Alternatives 4 
and 5. The first three relate to ihc line effort of the advertLsing manager; 
llicy call for possible decisions centering around the different markets he 
might attempt to reach with the existing ads'crtising appropriation. In con- 
trast, the latter two alteniatives pertain to the total number of dollars 
available to the advertising manager, and they call for a decision involving 
an increase in the size of the marketing dollar. It is unlikely that the ad- 
vertising manager would even participate in the discussion of tlie latter 
two alternatives (although he might suggest them). Tliesc points arc de- 
termined by decision makers who. organizationally, are alwc the ad- 
vertising manager. The first three alternatives and the latter two arc at dif- 
ferent levels. They cannot all be marketing alternatives leading to one 
decision. Two separate decisions are invoKcd here: first, selecting the 
market segment toward which the advertising effort v.ill be directed; sec- 
ond, determining the number of dollars to be spent on advertising. Sc- 
fjiienlially, it is likely that the scope of the advertising effort would be 
decided before a decision was made on market segmentation. 

A more extreme c.vamplc would be one that invoked a sales decline 
of sufficient proportions seriously to concern management. One alterna- 
tive that might be posed would be the purchase of a finn in an unrelated 
field, thus providing some degree of diversification. A second nltcniativc 
might involve changing the acKerlising copy on the finn’s existing line 
from Theme A to 'nicmc U. Obviomsly, these alternatives — to acquire or 
not to nerjuire and to change from Tlicme A to Tlicme B — arc not at the 
same level. Tiie decision makers are different groups of management peo- 
ple, and in no sense would the ac-quisition alternative be a snbstitnle for 
the change in advertising theme. All of these alternatives, however, should 
be included in the initial statement. The initial statement is the place for 
the complete listing. A sorting or classifying process will follow, but at 
(in.s first stage everx' c'onceivablc course of action that might iiltiinatcly 
prove a sensible move should be listed. An omis'-ion could be scrioits, for 
it might represent the most profitable alternatisc. 

The cnsarotimenfnl .‘■tage le.ading to various possible courses of .action 
represents the marketing man's innochtic opportunities. Peter C. Peterson 
had this in mind when he subscribed to the "law of opposites."* \Micn 
someone has developed a jsrinciple to which he subscribes, Peterson in- 
.sists that he take a thorough look at the opposite side. In other words, 
when one poses tlie ailern.itive of moving in a given direction, ahv.ay.s 
consider the possibility of moving in the opposite direction, .-kccording to 
Peterson, that otc.ision is tlie tunc for "unconventional wisdom." 

John Kenneth Galbraifli cxjil.iins why this is difficult:^ 



TJfftt? arc iTUn\ rraw'ot % people Jlc to I«t artKThtrx^ t^il 
tlc% apprmT it smw tic rc<» tic {odwiial li» tlar w 
V.T>crvWn2 I'lat o I rr anl more fanimis people iliarc I is cone’ tsins Te» 
lirar uhal |(C Iwl rvos l» alv» a wiitcc o! msstnance Tic in’w* il 
l.ncrA3 tijt be iJ supported wj its iJ njcJft— llat lie las not Iwi ^!t 
W! ind atvtl akme 

In an) liusmc^s inectm;; attmdcti b\ cxcctilites from \-anom Imrls cf 
inantgcmenl the junior cxccutnc IS tlic one most liVrK to emp'm cci 
\xntional wnsdom ffc often is not secure cnou;;l» to utilire rcteisons liw 
of opposites. Ills ftir of top mnmcemmts condonin'; smile is too o/tm 
grcatir than his ^\llllngncss to mt expressing a tniU ingenious thouglt. 
To contradict the coiuentional wisdom will of minagcmint tales courage 
on the pirt of a )oiing rmn sfniing to Ixxorne a "member cf the club" 

It has been said tint the status quo is alwas's an altematisc In a serj 
hroid sense this statement is true but the status quo does not alwass 
rpiaJi/^ as a meaningfuJ ahe/natm Consider (he firm whose sties are de. 
dining ScNcral altcmitucs including 'do nothing." arc submitted in tie 
attempt to deal with this marlttinp cnwonmcnl iMnle one cannot argue 
that doing nothing is not i possibihts it ccrtainl) does not appeir to l>e a 
fruitful iltirmtisc \\l«n the tnvaronment suggests a sick patient and 
the sjTnploms arc significant the "plq'sictan* seldom steps aside and dors 
nothing 

It is -i simple onttsT to pose altcnutnrs that are not In thrtrwehTi 
mtiiralU marketing altematiscs A marketing aUimaitse » a possille 
tnune of marketing action It must embrace marketing effort It liecotnet 
confusing when n marliting research decision is mistaken for a msfle/Mg 
dicision An instnictnc snniplc will aid in the comprehension of ills 
point ^our competitor lugms to ohtam ntail distnbutinn of a prodtrt 
new to the Geld but for winch )ou !ii\c proslurtion facilities Later special 
inil)scs b) the A C Nidstn Company roial that llie new prodiirt las 
dtsxloped Slide distnbution and a sustained salts level Tlie following al 
Icmaliscs are then siibmitltxl (1) proslucc and market an idenlieal prod 
net and (2) allocate $2500 for a stud) to sletermine whether a sinbr 
product wallj a finer texture would achicva; greater consumer acs^ptanc*" 
Altcniativc 2 Is not a marketing oltcniaiise It relates to a tleeiwon to 
obtain information regarding tsvo marketing al(cnuf/scs one of uhUh h 
Altcmatiuc I Let us assume that management decides (hat rather tian 
counter wath an identical product, a better nltimativc would be to rruikft 
a product liaving a finer texture than that of the compedtivT item. 77 c 
xcct altcmalivTS, llicn arc wlicther lo introduce a product identical to I’a!’ 
competitors item or to marks I one with a finer testure Wlather to cem 
duct the marketing research stud) Is not a marketing allmutisf It is * 
staff activ it} at providing tnformaUon she! triif reduce the cf-soeer e^ 
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making a icrong vuirkcling decision. While this matter wi!] bo more 
thoroughly discussed in subsequent diapters, it is important at this stage 
to recognize the clear dividing line between the mcchanLstic side of the 
marketing process and the discipline of marketing researcli. 

Generally speaking, one cannot initially "overlist" die alternatives. It 
is important, however, to maVx* certain that the alternatives arc restricted 
to marketing and that the problem is not compounded by the inadver- 
tent posing of marketing research, personnel, accounting, or production 
alternatives. 


Ci-vssmCATiON OF THE IxmAL Altern-atots 

A broad marketing ensironment dewed by a creative marketing team 
can yield an imposing initial set of alternatives. The employment of cre- 
ativity, brainslonning. marketing research, and seconclaiy sourc'c material 
leads to an impressive list of possible decisions. One environment often 
results in rnamj different marketing decisions. 

A great number of dccision.s — say six, ten, or a dozen — will often 
stem from a highly significant environment. For example, die recent 
tendency of countries throughout the world to reduce tariffs and other in- 
Icrnatioiial Ir.ide harriers in concert is a marketing environment of vast 
magnitude. .\ny company with even a small interest in foreign sales 
will make a great number of decisions as a result of this emerging envir- 
onment. \Miat the company should produce for consumption abroad; 
what countries constitute the most likely markets; whether the finn should 
export, engage foreign middlemen, contract through a litonsing arrange- 
ment, or establish its own manufacturing facilities in other countries — all 
these fjuestions relate to decisions that ultimately must be acted upon 
and all result from one environment, albeit one spread through a long 
time span. 

Any discussion of alternatives rcg.irding the undertaking of foreign 
marketing will find all of these quc.stions being posed, Tliey svill consti- 
tute the initi.d stalemcnfs of alternatives. If is the responsibility of the 
inaiketing man to place (hem in some systematic order. This phase of the 
decision making process is termed chisifying the cUematives: determining 
the immediate direction of each .set of alternatives initially stated. Classi- 
fication is not an easy task, for the marketing man, under tlie prcssim* 
of business meetings, must cope with a maze of discussions. It is his role 
to rectjguize an .alteniativc when he secA one and to differentiate it from 
;i marketing environment and from marketing information. I he man 
uho und('n;tajuls the decision making process can sort tlicse altem.atises. 
either mentally or through a swstematip listing. 
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Allenutn-cs can follow three courses after the initial itate"wrt 
!>cen prepared reassignment, sequencing for future action, or p’o^rr 
toivard decision 

Reasrignmcnt fo another decision mating fere/ During anj dec 
making process it is essential to know precisely who are the dec 
makers Some marketing decisions are made by the assistant adint 
manager, others b) the cliatrman of the board In those frirs « 
marketing is of less importance, marketing decisions arc usuall) mad 
persons liavnng lower organizational status But wath manj of die 
marketers, where marketing pla)’s a \nlil rote, marketing decisions 
quenfti are made b> top managements and even boards of direcfort 7 
decisions, of course have varying levels of importance Some cat 
made as casil) as flipping a com. profit being virtuallj unaffected bv 
outcome Such decisions arc tistiall) made bj persons in lower crgi! 
tional positions In otiicr cases the profit consequences of marlcttni; 
ctsions arc so critical tli it top mimgcment participates 

Tlie obvious question is Are the decision makers present wlien 
alternatives arc listed and discussed’ If not, it Is hkclj tint these a1‘i 
(tves will be reassigned to decision makers at another level of mar 
ment Let us assume tint a sents of meetings is Iicitl bv the advi 
mg dcpirtmcnt of a company producing a pirticuhr bnnd product 
bnml IS losing its share of the market (the environment), and 
advertising department lias been asked to review its pisl cfTorts an 
submit possible courses of action One suggestion b\ a rnemlwr of 
advertising department is that the product be withdrawn from the ma 
He might be posing a most fnuifiil course of action, hut wiilim lh< 
gamraliona! structure of this finn the di'ctsion to continue or wi'Ik 
products from tlic market is not nniJt bv fh< .uhtrtismg mamgrr o 
stiff Tims, while this aUvmitivc is included m the initial statemer 
alternatives, it is ultimaiclv reissigncd to another mimgvmcnt level- 
(lu. decision 

All reassignments do not move to upper echelons Some slide dowi 
Consider the all dav session of a marketing committee comprised of 
ixtcutivc vice president sales ininiger, .uKirtising manigcr. and 
rector of marketing research Tlu committee is cng3gt“d in dcveloprg 
sihlc nnrkrting allermlivis in response to a competitive price cH.i 
After several possibilities have been disaisscd, it is agrectl (and tlf 
cision made) tint the advertising appropriation for the firm's comp 
brand wall be increased in order fo combat the competitor’s lowered f 
But additional specific nliimaiivcs have I>een posed as to winch J 
tional medii will l>e cmpIo)cd In tins particular firm (one of the b 
mass marketers), the advertising department develops adverting i 
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-gy» including media selection. Tiius, even tliougli some marketing altenra- 
tives with regard to media were posed bv the marketing committee^ these 
alternatives were reassigned to tire aderrtising department because the 
decision malrcrs (the ads'ertising department and the advertising agenev) 
were not present at the meeting of tire marketing committee. 

Certainly, however, a marketing committee or any other cornmittcc 
can make rccommcndaliom to decision makers not represented durinc 
-discussions. In fact, there arc many instances where the m-arketing com- 
mittee has the assignment of making recommendations to other decision 
levels, such as lop management or the board of directors. In tiit‘se situa- 
tions, tlie procedure is as though the committee itself or the particular in- 
disadual had the responsibility of making the decision. 'FIicsc are fine 
distinctions, but each* alternative or group of alternatives must be viewed 
ssath the decision makers in mind. Who arc they? .Arc they present at the 
meetings during which the decision choices arc discussed? If not, the al- 
ternatives arc assigned (o tlicm for subsequent action. 

Sequencing for future action. Many alternatives arc worthy of consid- 
eration but must be pursued at a later date. Tlic issues are not dead, 
merely sequenced — ^liclcl in abeyance. 

An instructive example is the Florida Citrus Commission and the mar- 
keting alternatives fadng it as a rcesult of a marketing environment rccog- 
TuVed from data revealing a decrease in the per-capita consumption of 
citrus fruits during the middle 1960's. During the prior 20 years, con- 
sumption of fresh citrus fnn't decreased from about (kl pounds to alrout 
19 pounds per capita. Tliis decline in per-capita consumption rosultc'd 
in file posing of a wide range of allcniativcs. One set pertained to the 
commercial marketing of a particular type of dried grapefruit-juite cry.s- 
tais. Another altcniativc ins'olved a reallocation of the commission’s ndver- 
iLsing budget to .support various citrus products on a different percentage 
schedule. Quite obviously it would be wise to hold the dollar-re.dlocation 
decision in abeyance, pending the commission's decision to rn.irket the 
crs-stals. 

In another instance, a food conipanys advertising committee was at- 
tempting to develop its marketing plans for a new product abotst to be 
introduced. While previously cronducted marketing research had predicted 
adequate sales, the comniilfcc was fiv'ing to decide uhcfher the product 
could be marketed most efficiently by addrc-ssing its advertising efforts to 
a p.rrtictilar population segment. At the same lime this situation 'a as being 
disCTisscd in committee, a variety of adetrtising alternatives v.ere being 
posed: b-isic copy theme, rnedi.a. and the like. These latter alternatives 
liad considerable merit, but the committee could not agree to use ibc 
suggested segmentation app.m-acb. 'nnis the batter .advertising .altern.itives 
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li3t! to t>c postponed unli! n drcistcn touW l>c rracI>M on wfetW to 
ndclrrss the ndsirtisin:; to the bioid marVrt or a sponge srpnmt 

Sifpicncing IS fri-spimth the liegtnnlnt; of t!ie sool’ctl decision tree 
Tile fnitnl decision fentfs to sulisr<|uent decisions depending upon d»c 
ncipiisttion of ccriJin liprs of infonnition and upon ci-ents (Jut (jl-- 
pjict prior to the siihse<|iient decisions In the case of tlie adsTxtising con 
initttcs new product tlic initial basic deculon ssas whcllier to maritt J* 
Tlicn enme the iinrlct stgincntition decision and others fotlowcd 
In de\i loping a decision tree one attacJics prolubihties to nju* wdl 
osnir if Altemaiist 1 is silictixl in prtfcrcnce to Altcniatnc 2, am! W’x 
\«rM \ sKjnence of decisions tlicn follosvs depending upon wHcb al 
iirnatuc is sdectiHl Such an approach is difllcidt to pursue reatisticat!) 
11 ) rjnrl.eling Ixnust of the difhadt) of alfacJung prohaliihlies to out 
comes m adsnnex* and of rdalmg llie cost of mfonnation to Uie prohahh 
Ills of guen outcomes WliiU this suliject will I>c discussed in mote 
dstid in later chapters tlie reader at this point must recogni/e ifwl a se 
qiiiucing of decisions is >n csscnct lJ»e postponing of some deciuons while 
till dtcision maVmg process moss's forward on others In other worsb 
some of the altcmalises appearing In the Initial statement arc held in 
aUsanct while othen perhaps nioa basic issues arc licing resolved 
It is ejujfe possible oner the marledng man has categorterd Jilt *1 
tcmatises into those to be rcosslgned and those to be ifijiicncft/ tliat lie 
ina\ find himscU enipt) handed In that case no fonsard nioarmenl 
toward marketing action is called for Tins situation may also suggest 
iJnt a fruitful alttmalue Jias not ytt lieen dtiilopetJ Tlie marketer tlen 
“rt'c)cles" continuing his search for altcnntwcs Recycling may Instihc 
gathenng more information with the hope that some Ingni ous twnt in 
the ensaronment will result m a more wssfiil set of aliemaHscs, Motisa 
(ton research a rtutw of marketing In-potJiesct and pnncrples in the lit 
irature and further stud) of secondary malt rial may conlnhule In tins 
important scardi Classification of altcmatiscs liegms anew in order to 
make certain that those remaining arc pursued to the final phase of iIt 
decision making process the decision 

Fro^rcffioo iouard tlcci^ton or dccitfoTu One cnsironmcnl can lead 
tn a wide \aneU not only of allcmatises but of decisions— courses o‘ 
action Itecamo lliese usually ime a-arying Icstls of pro^t conse^u-ners 
and time requirements each must be treated separattly Decidous a'c 
frerjuenlly so dissimilar tlial tlie deasion making process differs giratb 
from one to the olhiT Hi ikc anij tet of aUcrriatices ce!lin<i for one drrii en 
Tcquirct a separate end distinct deefuon structure The deduon r^Ur 
must riiflir eertem that he treatt each jmrfhfr tfcciron tcjyvc^elj 

TIic ulUnnic decision selected may be drawai fnrn 2 altrms’nrs. 7, 
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or 20,000 (as was llic case in the mcdia-cornbinafion e.vampic).* To he 
^re, categorizing eliminates some and perhaps many alternatives frwn 
immediate consideration. Tlic remaining possible courses of action are 
then to be structured for the continuation of the decision makin'’ 

process. Tlie structuring process is Uie same for each individual dedsion 
area, although what transpires witliin each can indeed be highh- dissimilar. 

Flval Statement of MAium-i.NC Ai.ternati\xs 

\\1icn the marketing man arrives at this point— when he is ready to 
structure tJic balance of the decision making process — lie must ricorousiy 
re-cx.Tmmc the phrasing of the alternatives, one of which must lead to a 
decision, lliis is a critical stage— the final stnlemcnl. Exhibit 23 shows in 
grapliic form where the shaping of the final statement of liltcrmtivcs oc- 
curs in the marketing decision structure. 

Phrasing this statement with clarity is csstmli.d; ambiguity eiuoiirages 
subsequent confusion. For instance, "to increase advertising, dccTe.ise ad- 
vertising, or retain it at its current level" represents a set a{ three alterna- 
lives. The ambiguity level is high because tlic meaning of incrense or dr- 

EXHIDIT 23 

Initial Phases of the Individuated Marketing Decisioi: Structure 
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crrajc 1$ \-aguc A sVillftil leader of group artion will luTimrr on th' 
phrasmt; of l!ic altrfmti\*es until complete clant> r«uUj With M^xU-d i 
ciplmeil diicimion terms hnsing a iJgli Imel of gcneraliij can lx- rar 
rowed to more tiiahli phrasing in Oils case the altemalim can be to I'- 
crensc adsertising b\ M percsnl aliosc its current lesel to Increase {j !iv 
23 pcrtenl to rctiln the present lesel and to decrease it Ij) 20 perrent. 
If the decision nnlirs can agree on titc specif cil\ of the altrmitises 
an embarrassing situation is precluded sslien tlic final recomnim led 
course of action is delis cred to the decision mnlmg group and one mnn 
ber insists sa) that “doubling the appropriation" should Iiase Ix-cn con 
sidertd It IS critical tint tie decision makers clearl) grasp and app'osf 
the altematises licfore continuing the dcxiston making process 

John A Howards statiment that “it is perhaps no* too Incorrect to 
clnractrnro the [rairketmg altermtiscs) issjgue »n formed unartiadafrd 
concepts that arc unniuo to the indisidtn! csicsilisc”* is not unfo ind'it 
Often marketing txt cutises plunge in*o the dttision making process ssath 
out a cIm? imdirsfamlmg of ulnt the specific cloicrs are rntich less en 
sshal basis one should lx; sthclcd m prtfennee to another Tlie logical 
thinker can maniuscr sscll articuhtcd alternatiscs through a committee 
but it requires a rare comhinition of peninsivcness ingeniijts, logic— irid 
tactl 

Obsaouil) at least two allcroatiscs alss-ivs exist othersvnse there ti 
no Issue and no action is called for Thus ssc enn assume that at least 
tsst) altematises arc present Tlic) offer the decision maker a dichoton) 
to go in one of tsso dirtctions Ijipanded the) offer a tnchotoms or 
three mutualls txclusisc altimatises Wliethcr to charge Trice A or Trier 
D represents inutuall) rxclusisr dichotomous allimallses Wliich of three 
separate and distinct applunci colors to offer, all agreid upon In ad 
sance represents a set of altematises insolsang a liicholomv 

Tlicsc arc simple decisions in t<nm of phrasing tl e altematises More 
complex alfemafivcs insolsr for example oplimirJng the allocation of tlic 
marketing dollar For a single product lint the marketing manager must 
sscigli the most profitabk distribution of his marVtling dollar cmhfanng 
afC such fiiossai sariafiics as price piwiiict' ami* paciage ti’esi’gn 
adscrtising stlling effort and olhirs Tlic multiphcit) of combinations is 
\irtiiall) infinite For ilhistralise piiqKnrs let us assume lie issues are 
narrossctl to tsso basic areas price of product and si/e of adsatfiimg op- 
proprution. I>et us further assume tin item is a housiliold paper p od tt 
sold largilj through retail grocira outlets Tlir allematist-$ are wlr^ljcr 
to reduce the price per unit b) S or 4 cents to nuir tom ll e preatut pr i.e 
or to increase the pnee per unit by 4 or 8 cents Tlicsc arc die fi'c prjv.'5''g 
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alternatives that appear to be understood and agreed upon by marleling 
managernenL 

Tlie marketing manager, of course, b striving to optirnire tlje use of 
his marketing dollar; now he and Jiis staff, howc. er, develop rc.al dos.’bt 
about tlm current advertising level. Should if be decreased by 50 per- 
cent, remain the same, be increased by SO percent, or be increased by 100 
percent? Tims there are four alternatives regarding the advertising level 
alone, and simple multiplication shosvs us there are £0 alternatives avail- 
able in all. In this instance the marketer lias blended two marketing 
variables into one set of altcrnathcs; but these variables arc often inter- 
acting or interdependent, and it is neccssars’ to consider them in a related 
sense rather than as separate, independent decisions. 

Schematically, the alternatives can he posed as sliown in Evhihit £5. 
This is not tlie point at which we will attempt to determine on what basis 
one of these should be selected. Tlic selection process will he covered in 
detail in later chapters. Our immediate concern is to m.ike certain that all 
of th.c alternatives that should he posed arc in fact suhmilted and that 
the)' are now at the stage of final phrasing. 

Guy-Robert Dellefsen'' poiius up the decision making consternations 
of Uic marketing man when he stresses the fact that 

EXHIBIT 24 

CO.V!BINATIO.\' OF TTO JiUrKETLN'G VAPaABLES 

INTO One Set of Alternatives 



Pricing Vnriable 

Reduce b}' 

Same 

Increase b>' 

8 Cents 

BS9 

4 Cents 

8 Cents 
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Reduce Ads-ettislng 
by 50rc 






Continue Present 
Advertising Level 






Increase Advertising 
by 50^ 






Increase Advertising 

by ic»r. 


















for a «ns!e prixlurt loir a r«n3;:rr n> if wVf^rr 

Id mainUin U>c laLince of rfort aid moor) ar It U or (I) fj tn' ter nv 
pms jw unit by cillirr *pmd»n* tnonrv in tncrraiinj; thr coit of tV 
lief WinTupfi Ltiildxng up product unf iiic prrxJ tci fra'iin n 

pactjj;mc or (2) to rtducr the margins In incrrasJng i!ir »rrm-t ^ 
monf) spmt on advcrtBint* and/or »!« pnmolion o- f3) to rr»5 >ct- tbr 
pncr He aUo has anJliWe to Wm all of llir alternate tlxj’ n (1) t? 
reduce nurpns per unit bv reducing the coit of gJOili and pi*-‘n‘ij*’y 
lowering the rjualitv of the product rrbljv-p lo compelitiin or {2f H 
dccieaie tlic amount of monr) spent on ads-ertumg and/or sales pro-*»'*Tn 
Of (3) to increase U»e price 

Tntc enough the altematises arc there, and uUimalcK tlcctslons wiH be 
made The complciit) anses from the wide vantly of possnubbri 

In actual situations so mans altcmalixes arc seldom Imm in one frT 
swoop, at one moment in time Pnxluct lines and brands esohr lb 
loncall), and in most instances a rcpbrasing of altimalixes would san 
plifv llic listing of dioices Dctlcfsens lut would scr\*c well as a itattrr 
for the inifuil statement but c\cn his altemalivcs would ha\T to l*e tt 
pinded Into more specific statements I-atcr, after thev had been sotted 
for reassignment or sequenang the residue would prtmdc the nntlrlc* 
with a workable set Tlicsc would tlicn be separated mio sarious decison 
sfnicturcs with care being talon to msurc claritj and to mile cerfah 
that the decision malcrs understood the alternatives for each structure 
l-et us refer now to the Surgeon Gcncnls famous report of Januarv 
1901 that confirmed a possible connection behveen cigarette smoking 
md lung cancer As an ultimate outgrowth of that report the hederal 
Cosemment issued an edict requiring all cigarette manufacturers to caJ 
tion llic bu)cr on cadi pick that "cigirettc smoking ma\ lie harartkius 
to jtuir health Tlib ness marketing ensironmcnl undoulitcdl) cnuieil 
each cigarette manufacturer to gi'C senous thought to what inarkelmg al 
tematises should be considered fn order to counteract declining prop'll fn 
case the public reacted to the warnings sMtb o drastic decrease in cig 
arctic consumption. Let us look oirr the shoiilden of Uic marketing man 
agement committee of a hj’pothctical cigarette maker 

One obMous altcmatixT that lias suggested itself is to Inaraic the ad 
csKsiV A* ix? Axqwn* Abiv* Ar jmwve fkif .tanwA'd AiJ.w 

tismg would counteract the negathe cnutionar) statement Howeicr, sonv 
n^istancc to this altcmathe desclops, scscral memben of the manace 
mcnl group feeling that, al best it would Ik* "pohticalU" Inappropriate to 
be SQ aggressise about urging tlie public consumption of a p'otluct the 
goserntnent lias warned is possibly a lieahh harard. Ibe coniTuttce mem 
bers ask management as an alfenutivc to ili nk m er the idea of a d i er> 5 
cation effort, perhaps the purchase of a candy or propnetarj drug £m 
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witli national distxilnUion. Xatiormade dislribtUion v-oiild lend itself ivell to 
tlie manpower coverage maintained by the cigarette maniifacUirer. 

Others in the mceling take the position that no 0 %'crt move of any tj’po 
should be immediately undertaken. As an alternative, however, they 
suggest tlie allocation of additional funds to increase the distribution of 
the company’s brands of cigarettes. Admittedly, these brands Jiavc al- 
ready achieved nearly SO percent of distribution, but to boost this figure 
to 90 or 95 percent would result in a greater market share lliat would 
cushion the anticipated decline in os'crali sales. Those arguing in f.nor 
.support their stand by pointing out that very- small additional funds would 
he required for such a move. 

Another marketing possibility suggested is the complete redesigning 
of the firm’s cigarette package. In viesv of the fact that the printing of the 
cautionary statement will necessarily result in a small package change, 
would it l)e appropriate at the same time to introduce a greater alteration? 
And what about the cigarette itself? Should the new filter dcs’clopcd 
by I1&-D be adopted, svitli an affcnd.mf introductory campaign? 

Tlie advertising manager and the ads'crfising agency persist in thinking 
along advertising lines, Tliey not only ask for additional funds but also 
voice the opinion that the basic copy Uicme must he changed because 
of the nationwide alarm over the possible dangers of cigarette smoking. 
After four or five possibilities have been disc.irdcd, three basic copy 
themes arc selected as meriting additional consider.ition. 

The chairman of the board assumes a loiig-vicw stance. He stresses 
the importance of the need for correcting the government’s data, infor- 
mation that he considers to be inadequately documented by scientific, 
cxpi riniental research. The industry association has tliought of coiulucting 
it.s own research in this field, and the cliairman feels that a substantial sum 
of money should be allocated to it so that unbiased studies in.iy he con- 
ducted to establish conchi.sis-cly the relationship hetss'cen cig.ircttc .smok- 
ing and the nation’s health. The chairman argues lliaf the company’s real 
source of future .sales lies not in increasing its brand position so much as in 
reducing the number of nonsmokers. 

In one way or another all the suggested altcmalivt's have merit. But, 
like cs'cry firm, our hypothetical cigarette manufacturer docs not have 
unlimited funds. Everything considered cannot be undertaken. Tlie .altema- 
live of increasing advertusing suggests a "blank check" approach, hut the 
management coininittcc dors not have lliis in mind. As in previous exam- 
ples let us list and classify the alternatives so that the cig.irette m.inu- 
facturer’s crucial problem can lie approached in a ssstcrnatic. logicil, 
and scienlifie manner; 



1 To incrfcit tht eilrcrtu ng epprvpriatton for thr nrtt I2 
montJu — or to continue ti ct lis present level WTiflr the 
ciRc aTwunl of ihc jnciraso Ins not hem s’atctl it u K^na 
all) assumed that am increase wall ty; substanluL liceh ifiose 
altcmatnes arc rejected after discussion Tlie aiUxilin^ #p. 
propnalion will nnnun at tU current G^ire A deaskjn Kis 
I)ccn m-u!e 

2. To acquire a nonn^jifrffe comjiany marteUn^ ne*ioriu’e e 
jnotlud such as ceruhj or j ropneiary i!ruzs—cf not to crq ive 
such a firm Tlic committee siessn the allematuT of acquiring 
a finn fasorahlv fo essence it is peneral?) inclined ftnt-ari 
the acrjmsition of a eand) or proprietors drui; imnufacturr' 
feeling that an) decision must be on a specific luiis Sesrral in 
seslmtnt people then point out four or fi\-c firms that qual fs 
These then liecome the final $i t of marVcting altemaiisTs for 
this particular deasion structure 

3 To a//octifc the neeritory safer effort to increase dufnhu'tfui 
from $0 percent to cpjuoximalcly 05 ^iercent—err not to el 
locate the neeestary e0ort It Is determined rather quIclK 
(fiat a rclatisel) small amount of mones s'lll l>e requirct! In 
the projected ness tales effort Thus tlic decision b made to 
slnse for greater distnlmtion 

4 To redesign the ;iocJLaee compfetefy— or to retain the evrrerJ 
paeloge ttiih only the shghf eUeratlon nccettary to eecommo- 
date the cautionory message These ahermincs remain ahsr 
forming another decision structure 

5 To change the present advertising tlcme to Theme A Ti o' 
C Tins decision ts reassigned to the adsertising departmert 
for furtficr action tf an) 

6 To adopt the neuly developed fUtcr—or to eorUmue u'i'h Oe 
present filler Tliese two altemaliscs are newed fascrahlj’ 
and mosxd into a separate decssion structure 

7 To allocate "suhTtantiaV funds to the industry research efort 
alvsej si Jsfsrmi.r.vtff fhs xrJsfsewXdp hrisrem ei^etrt*e 
smohing and the nations heohh-^cr not to allocate tud* 
fuTuls In this case the decision in spite of tfie chairman 
die board s feeling, is sequenced for future action^ 

Of tlic lesm separate sets of altcmatnrs wie (No 5) has bmm rras 
signed and another (No 7) sequenced Of the remambg fis-e each Im 
beeemr die basis for a separate deasion structure In die case of d-e 
ad\'crtising*appropnatujn (No 1) and distribution (No 3) structuTS de 
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cisions arc made quiddy. Tlic three remaining Mnsctvirc'; / N'o^. 2, 4, and 
6) await the appropriate marl.ctf’rs to move th.cm alon" tlie ch'Cision roui 
hile this brief illiistnilion of the early pha'ics of the decision nnl in*:; 
process has been spelled out in simple terms, m pctiial situations trenu n- 
dous skill on tlie part of flic marketing group is required in idfntifsing 
marketing ensironments, determining their significance, and des eloping 
tlie alfcniativcs. During a htisincss meeting it is rare indeed ulien the 
decision making process sequentially follows the schematic flow illus- 
trated in Exhibit 23. Tbe discussion frenuentlv changes direction, c\en re- 
versing itself, and ill-conceived and inarficulated ideas often result in 
cvccss verbiage. 

Structuring a marketing decision docs not mean infletihilify; on tlie 
confrarv*. moving from the initial environment through the final statement 
of tlie alternatives involves a forward-and-hackward fievihility th.'.t re- 
quires an almost constant search for new alfemalivi’s as well as for wavs 
of rephrasing the final statement. Tlie effort appears at times to he un- 
ending. But, if (he total proc-ess is understood and rigorously pursued, the 
resulting clarity will vicld a greater understanding of the nllcm.Uives on 
tlie part of tlie decision makers and, licnee, more fruitful decisions. 

To know where one stands during the unfolding of the decision min- 
ing process requires a level of astuteness po'sessed h\ too few persons. 
Tlic skilled marketer must be alert at all times to the various phases of 
the process. lie must kmow when to push for a clearer c.vpianation of (he 
environment, when to ask for certain types of data to aid in determining 
the significance of cnv’ironmcnt; when to insist on gresater creativity in the 
search for more mc.anmgful allcmativcs, and how to classify the .alteni.i- 
tives so that tlicy ultimately end in separate decision stnicturcs. .As in tlw 
game of bridge, so in marketing! One must know (he niks, but — more 
important — also how to use them. Only practice develops the truly great 
bridge player — and the highly successful marketing cvecutive. 
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rpo \ft>ST Tire xiAwarm^cr a mrtuai. irrtA\f 

TJjc maiVchng ihcwon as utJI as all oiljrr btumcii drclioni, It 
amicd loujrd at Imt rrutigiljni; and at best eliminating the imccrtifiitirt 
that phgiit Inisiticsj tiitcrpmcj Ilhl. is the inlurenl tradition of t!ie Imsl 
ness firm in the American economic socicl) of free itilcquise ManajL,r 
mint must consiantJ/ strne to ndnee and to iJimimte r»l, Jiopint; 
thereb) to slrongtlicn the economic sccnntj of the firm 


Drastoss as PnrrtcnoNs 

TJic nnrVcimg min is responsible for his firm's adjustment to changes 
in eonsumir or user tistes and desires Successful adjustment is occom 
phsherl tlirough product change, nciv product dmeJopmenf, clungei in ed 
\trlising themes abend prices, and rthted actnilies DiMrsificitlon also 
enlnnces economic scciintj In-caiise an osemlght shift in consumer de- 
mand cm be Isettcr ssithslood hj a firm that possesses a broad line of 
products TJic mirlelmg man’s constant adjusfmtnts to cJiange. rrsTaled 
through the recognition of marViting cmironipcnls, assume the slupe o* 
business decisions 

Tlic fiscinatmg role of the business cxcciitisT is that of prcdidirg 
ivhat the future will be under a wide sorlet) of possildc cirrumstaners In 
Mscnce, crery biuinrst tlrctsion is a prcdlctton No matter l»rm it it 
phrased, the business cxcaitlsc In effect is »a)mg 'If sudi and such a 
condition or situation occun or is true, I predict tills particular result* 
More spi'CifiealK, the mirVetcr says that under stated cifctimsfancts. svli eh 
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may or may not be kno\\-n to him at that time, he can predict the biiMnecs 
outcome of those given circumstances; lliat profits svill shosv an improve- 
ment, that sales ss-ill increase, or that a more favorable consumer attitude 
will result. One of the most important attributes of the successful mar- 
hoting man is his ability to predict the business climate acciirafclv a 
month, or five years, hence. "Wrong"* predictions often result in corporate 
bankruptc)' or in the marketing man's "platcauing” on one management 
level svithin a firm or losing his position altogctlicr. 

Tlie hazards and resultant an.xietics of the businessman arc not diffi- 
cult to describe. His desire to provide security for bis family, to mainl.ain 
employment opportunities for his labor force, to achics’c ego-enhancement 
by performing well in the eyes of his firm and its competitors, to escape 
the lashing comments of a small group of stockholders — these and many 
other motivations explain the behasnor of the business executive and the 
ac-companying high level of anxietj' and uncertainty. It is easy to under- 
stand why the businessman strives to reduce the uncertainty that en- 
velops most marketing decisions. TIic "quest for certainty is really be- 
havior motivated by the fundamental need for survival, safety, scairity, 
or certainty .'■* 

Riding an cpbcmeral crest of good fortune can account for business 
.siirx’ival only for a limited period. A surge of corporate growth based on 
laboratory inventiveness in time rcaclies its apogee and declines. .Manage- 
ment skill and management science must play their part at an early point 
in the life cycle of an enterprise as well as in the long-run maximization of 
cTirporafc profits. Business cemeteries are clogged \vitl> tombstones cover- 
ing wrong marketing decisions — the truth is that the only infallible mar- 
keting man is the one whose predictions have never been tested. 

One important rc.sull of the keenness of competition is that the ability 
of the marketing e.xecutive for making predictions frequently pinpoints his 
finii's profit level. The marketing e.vecutive wlio is “always right” (ac- 
tually he docs not exist) would at once find liimsclf at the head of any 
corporate enterprise of his choosing. Tlic ability to predict outcomes is 
enormously vital to an enterprise’s growil) and success. As a re~sult, the de- 
cision making process, of which predicting outcomes accurately fonns an 
integral and essential part, receives more attention. In cxjntrasl to (he 
decisions of several business generations ago, when intuitiveness pl.iycd 
the dominant role, companies today employ .systematic and scientific 
mciliods to reduce the cljances of making wrong decisions, lljis broad 
area can be termed "decision m.aking under unc-ertainty.” 

Business decisions can be classified as being made under the -condition's 
of certainty, risk, or uncertainty. Let us discuss each of these c-onditions.- 
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Cefci-tj n jj romis'lan ifii! tl-f cf 

ccMn« of action a-r Inow'n CJ.ot«nc S'ncr'i; outomm {* ij 

c’ 005 III 3*0 a'trmativTt Ir’plcit In tJ <• cwt! 'j'o of crrta -s, 
r\4 1 » tl c j'Mi'op'ion that all aUcm»tt\-« l!a\'r Ixm L'tfd 

n/*l nit cornliiKtn iripl M that mort tlian one pottt1>V et*co~>r i« at 
Mxutnf txiffi racli a^trrna'ivc and that tfx* dmtjon milrr lnov>i t‘< 
tnif* pfti’Mlnl J rt itMtcialrd with llic pottiVo "TIj^ 

di tion of nml abiJiliot tt of major contcqumco, no* only fc' li> 

iitc fu’tutt ol tl 0 rrtult but afto for tho Iwpea^c of confm on t»b }i crrvi 
ttith il ■ Oii!iTimrt contlilutc what the na'lctinc eteculuT h 4**r~ pt~» 
ti> p/r»!(ft d hnttnett dmiion u in nscnce a prediction 

I'liri f/cinfy Tins conhlnm astii'nrt eitl er tijt tl>e t’eridm iraVrr on 
iinle no ttjlrmeiit at to the ptolul ilitJet atsodutfd with tlie \avt 
toiirvri of iition leprctentrtl l>\ ll»e marVcUn^ altema’IsTt or dat, i* 
funt he tan form only tohjcctwc or crude «{imatrt cf what he f’^lt 
will octnr In ihij contrat u Krrtaintv taVet on a pfecKC near in; and fan 
lx* divtinpjisl ctl from anxiel), which in fact. It caused lit ‘'tpcl "Kar 
uncertainty 

No ferij;iln discutsion of decttion malinj* under the condition of erttartt 
It tiecisurt If outcomes arc known at the time mirVctmc alirrmtnrt 
arc stated tht decision maker ijuicklt seleclt the one tlial nutinurs 
long nm profits llowctcr it is difficult to coneeKe of an\ mtrketn; 
decwjoni* Iving made stilli ccrtainti so capnetons arc the aJIitude* an! 
lieliasior of tlie coatiimcr 

It IS important to understand tlic diflcrtTices iKtwim the cateco*iei 
of risk and tinccrtaints ActinlK these difTermces rmergi from a po' p- 
ing of tlie Ictcls of mformition it iilahle to the decision mnker Worlin; 
in ccrtaint), the mirketin; man would lute "perfect" infonnation atail 
aide to hun, he could predict the outcome with coinplctr itturance I> 
cision making under nsk is demonstrated when sufficient data hise Ixm 
gatlicred cmpincallt to enable die decision maker to sat that "the charn-i 
arc ‘ihrre out of four’ tint our sales will increase 10 percent or nofc 
He knows the probabilities Under nsk the potmtnl tarubilitt ts reduced 
to “etpected taliic" and upon this du decision it made 

\\orking umhr imcirtaintt mttns the mirVeting man Inks compVte 
mfomntion ffit precheftte knmsiedge Is deficient to tie pent wlfcrr I-e 
can onlt lie hopeful and etrn his hope must be based on h s pas* n* 
pciHiKx and judgment Actiiallt the unwtainlt let cl can be so d sturl 
tint the markitcr maj decide to "rectcle* the lo'al decision inalu'; 
process. He thin cngiges in a further stardi for .'iltermlitei tlut !-ate 
lictter preilictabilnt Competition loo confuses the letel of pred rtal Ltt 
\\liilc a marktiing (lecutnc mt lute reasonablt ad'^quatc 
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about tbe anticipated sales level of a new product, lie no doubt lacV.s in- 
formation on the planned covn'ermoves of Ids competitors. A rival prod- 
uct may be launched as counterstrategs’, or perliaps by chance a competi- 
tive item may' he ready far the marlx-t at the same time. Most finns 
anticipate compctitis'c action, but lead time over competitive counter- 
moves is difficult to forecast. 

Unlike the problems of inventory, quality control, and production, 
uncertainty flourishes wathin marketing. Variables, fcnosvn and unknovm, 
are so numerous that tlie marketer can only hope to reduce the uncer- 
tainty to a point where tlie ultimate decision and its profit conse- 
quences are compatible. Production managers are more fortunate. Within 
an enterprise they nonnalh' have reasonable stability in tlieir cns'iron- 
inents and in the variables that may affect predictability. To achieve a 
desired level of quality control require.s a relatively .simple analysis of 
the contributory variables. Then changes or adjustments in machines and 
caliber of personnel arc made to effect tbe desired level. The quality 
control engineer is reasonably certain that c.vtcmal events will not coi!- 
taminate his efforts. Tliese conditions are unlike those facing the market- 
ing man; in liis ease, a host of variables, many of tljem beyond his con- 
trol, hover about bis project.^ .Alderson offers a deceptively simple solution 
to the problems arising from uncertainty: ". . . Reduce uncertainty to tbe 
point wlicre a course of action can be adopted with some confidence.”* 
Tlie achievement of this confidence, however, challenges the creative and 
analytical abilities of tlie marketing man to tlieir greatest e.rtent. Reduction 
of uncertainly constantly plagues the decision maker. 

The causes of uncertainly can be categorized as those over which 
the marketer has no c'ontrol (or s-irtually no control) and tliose that em- 
anate from his o\sai actions. Pervasive among the uncontrollablcs is eco- 
nomic uncertainty'. Tlie discussion in Chapter 3 sliowcd that the outcome 
of many marketing decisions ,is closely related to the economic climate. A 
doumtiini in the economy affects discretionary spending, and for many 
products this variable can be more important than any c-ontrollable coun- 
teraction tbe marketer miglit initiate. 

Galbraith discusses the relationship between uncertainty reduction in 
the economic field and sliarply diminishing returns: 

'Die desire for economic securilv w.as long considered the great enemy of 
incre.TJed production. This .'iltitude was firmly groundc'I in the belief 
that the insecurity of the competitive mode! was essentia! for eftitmncy. 
Along with l!ie carrot of pecwiiarj' reward must go the stick cf s'lerson.i! 
cct/nomic dts.nlcr. Both were csse.nti.ak To remosc the slit!', \v!iic!i must 
be tlie consenucnce of incicasintl economic' security, wo’ild be to rcmo’.'e 
h.a!f tlie incentives by w!;icl: men sscre ir.spircd, . . .® 
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Thti line of reason nj* ran Ik* «ten<Jct! to the c^ect that «J V ln\{ 
nessmcn fn pcrifral and rutlctinij mu in ji-iriiadar nit* jiminj fnt a 
rcchsction in nnciriunti (lit notion of strong pov-cmmcnti! tnovTi to e’an 
mate the Iiamnh of btiMnrts c\c!« am! (o conUot pncn am! m.itVrti 
could l)C regarded at a lioon to tl e Imsinc^inun sreVin^ ih i lo-caV'^! 
ctonomic iccunti \Nith the tlnunalion of dcprosiont a fcrlmi tlu* tl^e 
prorjtabilitN of (hi mdmdinl en’trpmc would l>c more a fvmtinn of (hr 
decisions of the indisidual would s«m to l>c m«t apprahn^ Hut t' i 
concept 1$ larpcU njecitnl b\ (ht businessman w}>o prefers pnatrr fire- 
dom of decjijon c\n*n though »t « accompanied b) prra'rr mV and lourr 
Jciels of decision prt'dictabiht) He general}) iieu-s the -built In sfahduen'* 
tnafiostde liglit 

Tlicse iincontrollablt. \ ambles tint prej on the mim! of (he matVetm; 
man arc so numirous that thc\ arc sometimes assumed (and Itopci! ) 
to l>e -cfjtialircrs* in the long run effort to maximired proSts \11 conipitl 
ton arc subjict to the same uncontrolhblc snruhlrs Tlie matirtme nun 
must adjust to these uncontrollablcs He engages In the decision maVing 
pro-^s and cmploss the scientific method as (lies rrlite to llie sarhhlrt 
tliat be can control tliosi actions lliat be nuVrs bimseU within the aira 
of TKiTicUlig 

Tin: Sarvnuc Minioo 

Tlierc are man) who contend not onK tint marVetinc is not a scurct 
but also tint it is presumptuous to idintifs it with thi seicnlific mriliol 
Tlic sagaries of thi mirUl it is isscrtid an so numerous and so raj'rt 
Clous tint ms approiih to marketing prohhms through the sdert fc 
method Inks fiisihihts Uul let the ruder recall at this jxiinl that mu 
kctmg deals in "prolxible tmlbs- iVrfett infonjnjion is so costK tla! » 
» ludicrous to coiisHhr gKbtrmg data that uould conipltfrlv rrmosr in 
errtamts from (Ii< dccHioa rmking process Houeiir rmrliting }><*r.^r!i 
from “fictual support closi rigorous tnsomng and tmpincpl ftn*< * 
T^c same source cmfuws esm conciVrrrarr cc3<h<\} riV? 

l>c opimd to tlialUngi am! Ik capable of ralinri.i! difiiue" 

hlarkiting dimsions under imctrlaiiits in toritrast to ll-osc umlfT 
eertainl) or risk comprise li) far iht tnost fn-rjumt jituat ons llms 
eser, though thi dremon riiakm mas Ik "unctTtaiu“ it ihx-i; net fo’Vs 
that ihcs arc complitil) Ignorant of Ihi al’crrutiics and lie pmi’V 
salues of the sarious oiitroini'S a*tJi!rd to each During riic* t scan 
willi the idimt of the modem cwnpulif, the conrep' o‘ statistiral d' 
ciston (heor) has gilneil ground as Jus tic apphraticn o^ (5 
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jna.4:(>!mg. One procodiire considered appliciblc to m.uketjng is Ininw-n 
as the Bayesian approach; it rpiantifics tiie decision maker's iinccrtainJy 
flirongh llie use of iuhjeclivc probabilities. Tlie marketing altera.itivcs arc 
weighted by their assumed probabilities of occtirrcnce. Tl)ese probabilities 
are then translated into the expected profit or cost resnlling from the al- 
tematives, the ontcorncs or results being measured in dollars. 'Flic de- 
cision mle slates tJiat the decision maker sbonid choose the outcome with 
the highast profit. In other words, the criterion for (he* decision is the 
highest profit resulting from one of several marketing alternatives. 

'Tlic basic elements in (he nse of prohabih'lies imisl he understood be- 
fore one can grasp the meaning of “subjective probabilities." Tlie basic 
elements are: 

1. A probability is any number between 0 ;ind 1. One of these 
numbers is assigned to each of the altcniative courses of 
action. 

2. The sum of the probaijilities must aiw.iys erpial I. 

3. The prohahilily of an outcome (ior example, specific s.iies 
level at a stipulated price) is the sum of the individual proba- 
bilities. 

Because the probabilities attached or assigned to different marketing al- 
ternatives are used as weights, it is essential that the nltcrnatis'c courses of 
action be mutually e.xclusivc. 'Tlie marketer must select alternatives that 
are exclusive in themselves and do not overlap. 

Let us assume that the marketing coimmittco has attempted to deter- 
mine whctlier the cornpaTiy should adopt Package A or P.ickace B. The 
tost of each pack.age is identical. While there was some difference of 
opinion about wliicb package design would result it) gre.ater product sales, 
the committee mcnihers were .able to attach their personal, .stihjcctive 
probabilities to the various sales levels (here there was agreement) that 
xsould fall between 15 afid 25 million units over a fixed period — say, five 
years. Exhibit 25 shows liie expected value for each of the two paek.ice 
designs. Tliis value is b.tscd on the p.'iyoll resulting from the 'probabilities 
of tlie various .sales levels being achicx'cd — the probabilities being subji-t- 
livc in n.'iture and not based iipon the gathering of additional data that 
could aid in the making of the decision. The exhibit shosvs that if 1.5 mil- 
lion units are sold .at tlie unit price of .51.10, the ruserme ssil! -be 310,5 
million. Tlie marketing committee, in x'icsving the two package^, as^ig!ud 
prolubilities of 0.3 to Package A and Oal to Package B in aclii'wing this 
level of s.iies at the statctl price. Probabilities <if 0 5 for I’.uk.'.gis .\ 
.md B uerc assigned to a sales level of S20 million, at $1.05. Twenty- 
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testing. SfatiTticnl decision dicorv- can be viewed vs a dcn"ce (bat bfitr’s 
die various h'pes of marketing people to a common tabic for the deveiop- 
ment of a clear statement of (be alternatives. 

A second advantage of the Bayesian approacli is that it pennits quanti- 
fying a problem when a minimum of infonnation has been obtaine<i to 
aid the decision makers. With little or no data available, probabdifit s 
arc assigned, and tlic decision is based on ibc higbest expe cit'd profits. 
Lvtn tbougb sufficient information lias Ijeen latkintj, fbe decision as- 
■sumes tlie full status of a matliematieai prcdictise model. This is t, specially 
desirable because, in marketing, most clccisions are of a onc-tiiuc nature. 
Marketing men do not enjoy die advantage of tornp.irable txpcricnce.s or 
repeated trial and error centering around one p.irticiilnr decision .ue.i. 
Constantly clianging .situations force tlicm into a wide variety of decisions 
with few similar ones recurring. Tlie probabilistic approach to dec is inn 
making under uncertainty embnicc.s the great bulk of decisions th.it tlie 
marketer must make. Decisions under rertaiuitj and under r/d; are rel.a- 
livcly few. Unlike insurance actuaries marketing men do not base sta- 
tislic.s for computing marketing mortality rate'. 

A third valuable aspect of the probabilistic approacli to decision the* 
ory is that it reveals the level of agreement of tlie dcca'sion makers. With 
the Bayc.sian approach tlie assignment of the subjectise proliabilitics for 
payoff effects a computation lliat may or may not rc-sult in .'Mtemative 
-•\’s selection over .Xlfcmative B. However, ibi' assignment of diesv proba- 
bilities may sho'v virtual unaniinily in favor of one course of action ns 
opposed to another. In sucli an instance the commillec can easily make 
the decision and move forward. On the oilier band, it is cjuitc conceivable 
tliat Decision may be chosen over Decision B on the basis of subjec- 
tive probabilifii's Imt dint ibc listing of these probabilities reveals a /iig/i 
level of mana^erioJ disagrrrment. M'hen this happens, it is app.irmt tliat 
the uncerlaintij lecel is high — dis.agreemenl is a function of unccrf.iinty. 
It is at this point that obtaining additional infoari.ition in order to reduce 
the uncertainty and, thus, the lesci of disagreement is often desirable. 

Let us use a simple iibislration and assume (bat a marketing ensdron- 
ment has been uncovered — a new competitive product. Our company de- 
cides to counter with a modified product. The marketing alteniatives 
arc sviictber to introduce Product A or Product B. Ixitb modification'. Using 
the Bnyosian approach, subjective prior probabilities are assigned by tlie 
decision makers, relating sales to revenue and o.spccted payoff. The 
opinion differences among the decision makers become obvious during 
tlie listing of the probabilities. The 'i\ committee member' p-.ttic ipnUiig 
in the decision nU have widely difiering ideas about the sales lesel po^sib’e 
of achievement by the tsvo new products. Despite tficse dilfc-iciKes of opin- 



ion 3 function of Uie unccitaml) of the dcaiJon malm 
pa)-o^ for each product « \trtuith identical UTial iliould tl r co*~- 
do"* Can jl be assumed tl at eitlicr product w dl sell crjualK s'c’P S'^v>y 
the committee Cip a com’ profit consequences h!:;li. the rrt^J f-? 
additional information in «ess of the high Iot! of managerial diugret 
menl appears mcnshclmmg Tlje \alue of tills addition.il h^srru'jcn 
rcalK need not be computed 

In order to male the illustration more meaningful lc» us assume 
the expected paso'Ts for Product \ and Product H are not \irtsalU i*'- 
tical but differ Xn $500000 in fasor of Product D (see rthibi* C6) Tb* 
committee could in that case male tlie decision in favor of Product H It 
appears to lx. the lietter ml llovvever, since the nthfcciicr jnclfch „vri 
Tcicalcd a high level of duogrrrmmt additional data should be pthnrd 
as an aid in predicting more peciscK the sales of the two alternative pral 
ucts— identical in cost 

Hovv much monev should lie spent for this marVetmg research’ Wla* 
IS the value of the research effort’ On the assnmp’ion that (he corrm fee 
fumred Product B without the research It seems logical that tie compi'v 
should spend less than S500000 for tlie data T?»e crpoclttl I'alue of de 
"Ijcttcr’ decision based on the research would be $2.5 million minus the 
research costs Tliut an) research capendilure under $500 000 would he 
good husincss 

All of ll »s assumes that the marleting researrh >jelds “perfect" h 
formation But this is never true— regardless of the cost of the itudv ll.e 
marltting researcher never knenvs the true level of accuracn of his tb’* 
He must cope witli sampling error and samp’e bias \Mu!t ihesi err^ 
levels can reduced b\ larger samples greater dispersion and mer- 
nindomnws the cstml to which sample designs have bein perfeetK ad 
mmivtcrcd in the field is frecjuentl) loo cosllv to measure Alvo In tram 
studiin mv-oUing face to-facc interview's the "not at home' problem tiarli 
>0 reduce aecurac) Tlie cost of complelcl) eliminating error sources cf 
ihtnc tvpes Is prohihiliv e m commercial rrsearcli. In addition mam s‘u Ln 
do not full) embrace probability samples espccullv those studies m- 


EXHIBIT 25 

Expected Payoff Differe'.ces of $500,000 


Pfodjct A 
Product B 


Lrft Saitt 
1 . 000,000 
1.300.000 


$ 2 , 000,000 

$2,500,000 
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plop'ng mail panels and limiJed store-auditing tests, .^s n result, tlic pre- 
cise measurement of error bccxmics extremely difReult if not impossible. 

Sampling error is, of course, only one part of llie problem. Nonsnm- 
pling errors frequently plague the researcher and contaminate his data 
more than the idiosjaicrasics of sampling. As nonsampling errors will be 
discussed in detail in a subsequent chapter, let it suffice to say at this 
point that intcrs’icwer biases and misunderstandings, inaclerpiatc rccearch 
forms (questionnaires, scaling des-iccs, and tlic like), respondent misin- 
terpretations and biases, coding and clerical errors, and a host of other 
sources of distortion add up to a total error that occasionally shakes one's 
failli in the entire field. To talk in terms of nicasuring total error in mar- 
keting research is borderline hypocris)-. It is impossible to v.alue this re- 
search in terms of the c.xtcnt to which it will precisely increase the arci!- 
racy of a marketing decision. In the illustration employing Product A and 
Product U, it would be extremely difficult to dclcnninc iii advance whether 
the study should cost $2,500, $25,000, or $250,000. Common sense and 
experience indicate that expenditure of the large.st figure would be an 
economic waste. Studies of this magnitude are normall)’ not required for 
determining (he sales levels possible of achievement by two similar prod- 
ucts. .As <1 practical solution, the committee designs a study, keeping in 
mind the rt*a1islic aspects of allocating $25,000 to the project from a tot.il 
annual research budget lliat b.is been almost exbausted. Pcrliaps it could 
be argued persuasive!)' that this study calls for an i xpenditiire of $50,000, 
but, practically spc.aking. such a sum is simply not available. It is better 
to obtain some data, tiicreby reducing the ebanees of executive error, 
than to hold out for $50 000 and end up with no study and no infonu.i- 
fion. 

The Bayesian approach in real .situations faces a built-in problem that 
will require much education of business executives. Totiay's management 
is not schooled to think in statistical and probabilistic terms. Marketing 
innnngers have not yet been exposed to the neces-.aiy number of experi- 
rnce.s with this approach so that they can point with confidence to the 
success of tile mctliod. Few managements, indeed, have; employed the 
teehnicjuc at all, l.irgely owing to their unwillingness to think in stalisticxii 
and probabilistic terms. The fact is that people capable of introdutiug 
management to statistical decision theory .st-ldom are present at the meet- 
ings vlicrc marketing decisions of this tspe arc made. Too often the mar- 
keting researcher, (he statistician, or anyone else who understands the 
workings of this approach is first c.xposcd to a problem Jong after the .alter- 
natives Imve been stated and tb.c need for information detormineri. It 
■seems only logical, then, th.at the director of marketing rcse.irch .should Isc 
present at all times when markcting,dcc!sions arc in the fonmitive stages. 
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Jlr jn3\ dorJopitJ Ihc infomaJlon tJial I«I to fhc rcco^^tjfRn c' 
mnVt tin" cn\ ircnmcnt l)tit cvm »f lliat Is not 0 r cx^t he n 4 ) !ia%r 
rwjtip^tcd to cotiduct stiuljcs to determine tlic jipiiPcancc of a fu'tjfvh* 
mirK-tin!: emironninit It w oho logical that ll» director of rurlc'-^- 
n search should acco'iipatis the rmrlctinj; decision ditnng its \atfc»n 
pluses — from Ijcijmnin:; to end t nfortunatcls tliw seldom luppers lu 
nils the mirUlm:; rescarcl er Ins U-cn educated fn statistics or ths locul 
stnciiecs and lias joinet! the firm pcriiaps ns an anaUst in the resea’ch 
dcpirtnient Top inami;cmcnl mows him as an Information gatlerrt a~J 
not as a marUfing prolilem soher Tlicre are exceptions, Init the In S 
dccision-onmted imrleimg researcher is mre 

To oirrrome f)ie hiwc prohh-m of introducing sfituticaJ dec’ilm 
iJko’s iffittniK to nnnigimcnt Icseh ssall require contmucsl cfTois K 
scholars in pripirinj; mors ind more mitcnil for the lilentiirr Tlic h 
creasing training of qmntifatisch onented husmess executives In the 1 us' 
rn*ss sclioots ssill cmdudls mite its<H filt in indiistrs It is hliK. hossi-srr 
that a !insiniss geiuniion or two must pass l>eforc statistical deci*^ 
theors is nils ailoptid Istn so otlicr prohlcms face the mail'-tr 
sshailii attiinptsio ulopt tin fonii ihties of decision thi“Or) 

Om of tin M prohh ms ccnli rs aixmt the fact that the approach to deti 
Sion tlic'cn in inirkcting is rmtricted to expected p-isoff described ta 
terms of mom tan gun profit or nlnni on Invistnicnt Uhen the cloce 
of dlteniafiK-s is not if ited in itmis of monetan paso/f if fi more di‘’^*xih 
to appK the concapt of ditcnninmg ll»e sahie of additional mformition. 
Win) this subject ssill Ik dtstaissed more thoruiighK in later chapters it h 
important at this |K) nt to rccocni/t that some measure of consumer «tti 
tilde for example friqucnth is entirely adtquatc nx a basis for maVing a 
decision 

us cisuahri the *itiiition of the aiKcrtising manager of a mari 
facturer of a sp ciHc automobilr njiVc Tlic marltlmg (adscrtising cops} 
oltcTualises an the "pc rform imx " tlumac or the "econonn" tl erne The 
CO f I ^ rnplosmg citlier is fin sum Tin advertising niaingrrs goal is ta 
predict which of tin two lhcini*s aviH generate grialcr sal -s \ sales mea 
siiremenf fn this instance however difies (he miiheting rrsejither Jr> 
stnd It sciVs SOHO other tvjM of infonnali^n tint jrcjundfy ii cc' 
rchtrd tilth solcv and srUcts comiiimr "change in altitudt toward rnale 
as till "cvuil " the result of his action Tlic v »t of iht ri search "ei 
judgmental Tlit onlv s\ is to att ich dollar \al les to tic rcscarth is bv 
niaVutg assumptions al>out lit re! itiondup iMtwevn wlut is Ik ing mra 
sored (comuintr altitudes for instance) and what on'* is nalK ir'ens’eJ 
in (such as whs) When this Is done oic Is in a pisi'ioi to <aha.!a'e t'y 
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expected x’alne of research information, "iven ihc valitlilij oj the c^vtirnp- 
iiom. 

Tlic use of probability liicor)’ in marketing, wliilc receiving more and 
more treatment in the literature, encounters hitthlv difficult operational 
problems. The illustrations in the literature, intluding timsc in this cliaptvr, 
alw.ays tend to relate to relatiscly simple derision makinc problt nis. with 
two, three, or four inarlccling altcm.iliycs. .As long ,as prohahihly tlxorv 
is applied to decisions invoUing coins', dice, or red and green halls, iis it is 
in much of the literature, it seems operational. Ilosscser, actual hiisiness 
problems such as those relating to the allocation of the marketing dollar, 
the addition of a private-label br.ind to the company’s output, the runiiing 
of 13 or 26 full pages of advertising during a si\-inonfli period, the siiniil- 
tancous lowering of prices and reduction of product qiialils — thesf kinds 
of decisions fend to defy the probabilistic approach. Students of m.irkrting 
and statistics, upon entering business, are usiialis surprised to discos er 
bow little this approach is actually used in contrast to the extent to uhicb 
it is ch'seussed in the literature. .As Banks lias coinmentcd:* funda- 

mental schism, with ccpaalls' talented people on both sides, airrcnlly exists 
among statisticians on the value of these subjcctise probabilitie.s.” 


DlSACnEEMENT AN'D PllOm CONSEQVEN'CES 

Although .statistical decision theorv' c.an only infrequently be applied to 
marketing decision making, the marketing exicntise recogni/cs the need 
for reducing nnceit.iints llirongb tlic use of adclition.il inform. itioii. He 
m.ay not apply the B.isesian .ipiiroach with .uu degree of futpitncv. .tnd 
lie may not compute the \alne of the .ukh'd inform. ition to he ohtaim d. 
He does, howcier. recogm/e that there are occ.isions when infonmtion 
will help in the making of .i decision and that the di eision should be de- 
laiTcl until this infonnalion is obtained. 

Two '■ingredients'' contribute to delaying a decision. First, the Irvi! of 
agrrcinnit among dcci'^icn tnakrn mu^t be rslahlnhctl. Tliis lesel may 
have to be detennined in a jiiclgrticnt.il fashion, hut it can be est.ibhshe d. 
Actuallv, it can be crudely cjuaniified and pi rh.ips might he coiettui-i 
as a distant cousin to (he B.iyesi.m appici.rch. 

Let us consider (he ni.irkctuig committee of .i !is potliclical corpor.itiou 
After rccognirmg an (luirnnincnt and cK (enuiniiig its signific.ui' i . the 
eonmiittee lias dcselopvtl a find st.itciinnt of ni.irl eting .dlenuitni s tlf it 
constitutes the possible decisions it It.is (he power to male. The aiteim. 
tives relate to price reduction and the .iiuount of .idsertising. In the .M.v>n- 
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mtTnl)cr c-ontniitlrf o^r qroijp conlmfl* aihcrhi/n" sJotrJJ lx* JfTrrj>/'j 
and tlu pncr of iJ c I riiid icilucrd TliCM mcnilMn frtl dut in il-r r pjr 
titular indmtr) dir prian^ \anablc w a cnatcr factor m incrrat ju^ 
and pro^tt flan die adicrtumt; actaiCt Tie otitcr metnlicTt e( tie cc-s 
millet att;uc Uut llicrc i< n minimum of donand cUiticit^ ara! dJl }>> 
toMcr tl c pnct. uould no* incfcist. rmcniie To merrase s.il« dior a ^ 
mcnl poc5 n Rrxater demand mmt l>e cnatetJ — In a point uliere rr\r" n 
would I)c incTriud ovit and aboi-e tbe* emt of tit adierfittni; Ai tV 
txitniuUtcc memWr^ dwcu« d»eit dtfltttnccs llwn cUnfj the iiUiidon It 
lK*^infdni; to till, m termi of more tp«tific illemitum Tfm rtxto t 
ill it lilt tenn '“ifim ise adtcrtioni;'' n amhlijiiotH 'Doctciip tl»e i n l p wf-' 
tlun e\inlunllv mpv. is vitliull^ mnnm^ltns As a nuilt die ro*nn rr 
nirrows llit dltmitises dow-n to pcrctntii;t tlum;<-s from existin'; prues 
and “idstMtiun^ Irscls It thoosei ihnc pium^ nltrniatnfs ttjuplcd wih 
tlim adve/tJ»J»g ^UemoU^t* J t}«W 27 Dhi'lnUs i}<u Trst pltYr 
dien. would ap^nar to Ik* nine iluroatiies l>nl tin commiiirt las ahrah 
nndt the decision tint undtr no cirnimst inti‘S will it dettrau the tn* 
prttx and incnast tlu idstftismg c/Tort nt tie sarm time A hish Inti cf 
a^rwinent was reached on this point two possihh nllinntives Ik-Ip? rr 
jOctwl Sc\in nltt matistn rmnin 

Tlie reader now lonitalh isls “llow slid the eommillcc arrfst* at tV 
rijpires of 10 fH/wnl imj *> pirunl for the pncr ruluclion md the fswei 
of J23 perctnl intmst md W pcrt<‘nt decrease for the adstrtisinp erort’^ 
In most Instances is m dm ei« fi^iirm of this Ivpt an. uptml upon In 
wtll-<li«iphncsl discussions Tfu coniiiiitfsx fioptfiill^ antieipites fiKrrasrd 
silcs ssitli a decrcasi m unit stllini. prici so that dixjnti the lower iin ! 
pnet die total n-simit md resultant profits will Ik grialif Tlie lower 
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limit of the price reduction must be influenced by tlic cost of the product 
and by fixed marketing costs. 

Again, why an advertising increase of 25 percent? Tiic figure is an 
arbitrarj’ one, as the advertising profession has not advanced to the point 
where the precise contribution of advertising to profits can he readily es- 
tablished. Tlieorcfically, any number of alternatives regarding how much 
advertising might he increased arc open to tlic marhefers. It could he 
boosted 10 percent, 20 percent, 30 percent, and so on tip to, say, 2(X) per- 
cent. Several practical considerations, however, limit the possible per- 
centage increase to around 50 percent. Tlie company lias never before 
spent on advertising a sum approaching tsvo or three limes its current ad- 
vertising level. Moreover, sales have declined slightly in the recent past, 
discouraging management from authorizing an amount that .seems inor- 
dinately high. Admittedly, the approach of permitting sales to influence 
advertising appropriations is a reversal of the usual situation, .'\dvcrtisinc; 
should be llie came of sales and not the result of sales. In this particular 
company, however, management has traditionally been a consciv.itivc 
group, not particularly marketing-oriented. Wfiiilc the marketing manager 
docs have sufficient funds for a 50 percent increase, liis group feels it 
would be politically unwise to approach management for additional funds. 

Tlic arrival at a final statement of marketing alternatives varies greatly 
from one firm to another, and even from one marketing decision to an- 
other within the same firm. It is difficult to fonnulate this final statement 
since it is often ncccssaiy to reduce a myriad of possibilities to a relatively 
small number (such as the nine shown in Exhibit 27). But, assuming that 
the marketing committee lias arrived at the point where it now has seven 
out of nine alternatives remaining, where docs it go from here? llic im- 
mediate goal should he to determine llie level of disagreement (hat exists. 
If there is considerable disagreement, stemming from grc.it uncertainly, 
the committee .sliould consider uhat could he done to reduce the uncer- 
tainly. It must obtain greater agreement and thereby lessen tlie chances of 
a wrong decision. 

Here is a conirnitlec of seven men, each presumably coinpelent, ex- 
perienced, and willing to express liis opinion; yet they cannot agree. SMli 
at tlie conference table xvill help to determine how wide the gap is. One 
must recognize, howeser, that committee incmhcrs m.iy sup[Xirl deeisinns 
because they receive ", . . support from those wlio must execute tluni, 
hec-iuse tliey are tlie only {ahemativesj that come to mind, hec.iusc mak- 
ing a change in preference may cause them to lose face, because they hi e 
the person wlio suggested the particular decision, bcc-ause tlie alternative 
favored is their brain cliild, because they participated in re.icbing it. .md. 
for a wariety of other reasons."' .\n\one h.-utng a person.d stake in ihr- 
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approach, asccssing the di^agrc-oment level among the committee nternher'; 
as r't relates to the marketing nllcmatives listed in Eshihit 27. Tlie chainnrm. 
snt'ss’ing this tabulation, must term the arnonnt of disagreement "ver}' hich.*' 
On a five-point scale, ranging from verv* high to vers' low, the disagreement 
level shown in C.xhibit 2S would range between fis'e (verv hich) and four 
{.somewhat high ). 

But level of disagreement is only one dimension used to determine 
when there should be a decision delay, .\nother is the profit consequences 
of a wrong decision. Wicther to introduce a ness' product ruquiriirg a capi- 
tal investment of $3 million is a decision of major proportions for a medium- 
size firm. To mabe the svrong decision would profoundlv affect corporate 
profits and might pcrliaps be catastrophic. In c'onfrast, which of two recog- 
nized typefaces to use for the printing on the exterior of a p.arkago is a 
decision that docs not involve great costs; and, if the v.Tong decisiosi is 
made, the results will be almost inconsequential. 

Nor is the number of marbcliti" dollars involved nUrojjs the criterion for 
determining ivhcthcr the profit consequences of a terong decision arc izrral 
or small. There are situations in wltich the flip of a coin is adcajuate for 
making a decision even though a great stun of money is involved. In such 
an instance the decision coulc! he cither “heads” or “tails” atul have little ef- 
fect on profits. For an illustration of this, let us consider the media buyer 
for an advertising agency. After numerous discussions among the account 
executive, the media buyer, and die client (a houschold-npplicance mann- 
faclurcr), the task of making the advertising allocation has been narrowed 
to flic point of deciding between buying space in (wo mass-circul.ilion 
magazines, Life and Look. The total sum to be alloc.atcd to citlicr or hotli 
is .S1..5 million. This figure represents half of the advertising budget; there- 
fore, the magnitude of the decision cannot be minimized. 

Tlio final statement of altcniatives at (he present time includes these 
possibilities: to use either Looh or Life or to split the appropriation evenly 
between the two. llowcs'cr, the initial statement included the po':sibi!ity of 
using newspapers or radio to supplement existing TV advertising. From 
among these alternatives the use of magazines was selected. 31ic basis upon 
which agreement was thus reached to restrict the nontclevision effort to 
magazines docs not concern us at the moment. I>ct it suffic'c for now to noie 
that the decision was rn.ide and that this ilecision in turn led (he df'cision 
makers to ponder which niag.izines to use. .Again, altcniatives were sub- 
mitted, and for a variety of re.isons tlie choice statement was iwrroweci to 
Life and Look. Of course, .splitting the S'l-O million evenly Ix iween tie* two 
publications, or on a G0;-!0 or 70/30 basis, would iiave added to the list of 
final aitoniatives; but iiere. too, agreement was reached that one of the 
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majjaziort ''twlc! br iis«! cxclutivrK or that tlie sum aviiUbV? wwi\! l»* 
divjdttJ mxml) between Iwlh 

Tlic mrtlia bu)fr and ibe other dc«$.on malm nmv !ia\T rrarfsed thru 
Enal statement of ifie three altrmatn-es Tlie mimWr of dallsn {mxilm! fa 
t}>c marVrling effort Is substantial half of tJie companj s entire adi-ertiiir-; 
budget fs at stale m the forthcoming dcosion Howeser. It can l>e plant.'' S 
argued that the profit consequence* of a ssTong decision arc low. \\'hde t'-e 
sales rcprescntalisTS of the two pulihcations would tindoub’rtllv dtsagrre— - 
and point to readership aur.e)t to prose It— liolli magarines actiull^ Ime 
generally similar circulntion. cost per page, tspe of readers, and otlier attn 
biites. True, there are some diffcrmcei in terms of reader income clan, and 
psnliaps the one publication has more Intensive readership titan the ojl«rf 
Ilut in a broad sense both rnagaranes “deliver* well If Jjje svTre selected 
and Look excluded, or If I^ok were fasond over l.ijc, the total Impact cn 
the corporate profit of our appliance manufacturer would not di.^cr drarut- 
IcalJ) Despite the amount of money involvrd, llie otilcomcs of lioth d-^.* 
lion choices arc so predictabl) similar tliat flipping a com could l»e tJ.e 
means of designating the publication to !« usnl. Tlic third alternative, to 
split the budget lictsvccn both publications, could base the cfTixt of lessen- 
ing the alreadj mild consequences of a wrong decision. Tluis. in this ease, 
the profit consequences of a wrong deasion will not constitute a l»atU for 
decision deli). If all memlien of the committee arc sufUdentl) astute to 
re.ili 2 e that the profit consequences of a wrong decision are in no sense 
serious, it is liVclj that in t)iU instance a high level of agreemml will ac- 
comp.vny the low level of profit Impact. 

It does not follow that tfie greater the profit consequences of a wtong 
decision, the higher the disagreement level. In many situations, marV'-ting 
decisions are of a perilous miurc, )ct mnnagrment is in near accord aljou! 
the alternative to select. Tlic combined judgment and cxpericnec of lop 
management groups arc often such that decision maVing moves forward 
vvTilioul additional counsel and Information. But, when liotli the proPf con- 
sequences and the level of disagrccmmt are higfi, dela) Ixcomrs liigMj 
essential. Determining the extent of the delay and the amount of eflort to 

aw Otf^rUJons of l1.e 

combination of profit cor^equmccs and managerial disagrremcnt. In prae- 
lice, someone murt determine whether more counsel and more Inforrut*^ 
arc needed. Tliis means a decision delay. Tlie Individual decision nulrr, b 
meeting with liis colleagues, must be able to discount the moulhlrg* of tV 
verbose, the unwarranted cltimt of the biased, and tl>e motives of tl*^ per- 
suasive. Moreover, he must understand the decision malj.ng process a*vj 
the lole of information in conlriliuting to the reduction of uncerta’*!*). .A.*v3 
he must achieve all this under the pressure of a business netting, rtwg- 
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nbing .t; he does iJie significance, to him, of a series of incorrect decisions. 

Tfie continuum of profit consequences and disagreement can he quanti- 
fied in a manner not too dissimilar from that employed when decision mak- 
ers are a.shcd to submit their personal views of the probabilities relating to 
an event’s taking place. Tliis procedure, it svill be recalled, constitutes the 
Bayesian approach to decision making on the basis of the expected payofi. 
A more practical approach is for the principal decision maker to assess and. 
if nccessar)', assign numerical values to bis estimates of both profit conse- 
quences and uncertainty. Earlier it was seen how the level of disagree- 
ment could be fjuantified through tlic use of a five-point scale ranging from 
liigh disagreement to high agreement. Tlie same scale can bo employed 
for profit consequences. It is the responsibility of the principal decision 
maker to assess his committee’s stand on the alternatives under considera- 
tion. As illustrated in Exhibit 28, Uiis assessment can be quantified after 
querying the group. If this procedure is not feasible, the judgment of the 
decision maker must prevail. 

Exliibit 29 illustrates how tlie fis'c-point scale appears xshen a “Iiigh di.s- 
agrecmcnt'high profit consequences” situation exists. A 5-5 siluab'on likely 
will not differ much from a 5—1 or 4-5 condition. In any of these three .situa- 
tions the decision maker will proceed slowly until tlie uncertainty surround- 
ing the situation can be reduced. Wdiencvcr two scale positions tot4al nine 
or ten, an cxliaustivc study of some type is essential. The data gatliercd 
must have a high level of accuracy so tliat the decision maker’s diances of 
selecting the wTong alternative are reduced considerably. Of course, no 
study reduces the chances of making a wrong decision to zero; hut, with a 
wrong decision’s high levels of disagreement and profit consequences, every 
effort should be made to reduce the area of executive judgment to as nar- 
row a band as possible. 

At the other end of the continuum is a 1-1 condition where tlicre is al- 
most no disagreement on a set of alternatives loading to a decision that 
can have very little if any effect on profits (if tlie wrong decision were 
made). Let us use an earlier c.xample again. A professional t}-pographcr 


EXHIBIT 29 

Scale Siioting High Disagreement 
AND High Profit Consequences 


llijli Dlsspeement 








3 

3 


2 


1 Low Dissrrcer.tr.t 


Hif,h Pfolh Consequences 


2 


1 I.OW Prclit Co-Tsequences 
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lix? two %m iiruUr h'pcfacrt one of w^'lch li to W' f— p? 

for (be Ixxlv oop\ on a picL)c«i grocorv product Became the a^’rr 
t)prfarc5 anr «> i;*n}lar ritljcr one couJd l)r JcJccied m(h al-*- 
cli'ncc of a great di^crrncc in otitcow In term? of as^rrc'nent lr\r 
opnion of tlic profrt^ional tvpogtap’irr U liVcl% to l>e enUrrh s^sCnr 
the committee of decinon maim prmoVing no ds«e-'t No traion la 
tlie doctiion ctwIs and prohahK tf»e disctission fn one iV 

facci It jeJected mil be tm brief 

no«c%eT, man^ middle ground situations call for mat:'rr*m In- 
acumm A 4-2 situation at sliown in Exhibit 30 mil undoiih’rt'Ii ca 
some dclax, large!) because of the le\cl of duacreement Tlic profit < 
quences arc quite low but, as tfie drosion nulert are tmaliJe to app 
tinarimitt on an al'cmafiie it m decided to deUt the decision and 
some counsel or tbta tliat mi) aid in delennimng the corrrrt al'em 
Tlie reverse situation a 2-4 sealing meant lliat almost hut not qui'c 
plelc ngreement exists on a decision that hat substantial po*"* < 
qucnccs In this cate p<rfiap» one or two unpotlant and rspstienced 
liers of a decision mxling group arc atsummg a ifand cxmfrsrv t 
olhen Because of the knowledge and |»dgmml of ihr two ditsenlm 
the high level of the pro'll consequences the chairman should seek a 
Sion dcia) 

Wlicncver the 1 p«ition on the sole it combined wsth ano'hrr 
position as illustrated ui Fxliibit 31 no stud) or additional coinsel it t 
Mrs Tins situ ition illiijtrafes the assignmc of a numiTical value lo an 
out statnnent If thi level of divagrerment is so low that it it in rsvenc 
of complete agreement the decision slioiild l>e to move ahead wit 
prrfim*d marketing altemative regardless of the profit con^equenn 
the rivCTse situation if the profit levrl it so insigmrcant tint a wrong 
Sion would hair almost no effect on profits then regarUlrst of the Ir 
disagreement anj one of the altcmativrs could lie srlrtied vutua 
random If the profit consequences are rrro or near icro tt makes n< 
fercncc which alternative is selected 

TIic procedure for "scaling" the n<?ed for a decision deli) is a wot 

EXHIBIT 30 

Scale Snorr c Hjch Dis-screeuevt 
AN1> Lot PROrtT COSSrQLE* CES 


It ^5 Dui|f»te^8t 5 ^ D fiS'rr-^s* 

Hijh Pxcru Ccfltr^urftc** J * Le* Tier { Ce=»»r 
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EXHIBIT 31 

Scale Shoting Lot Disagreement 
AND High Profit Co.*;sequences 


High Dlsasrceraeut 
Iligfi Profit Consequences 



Low DisflfrecKrnr 


Low Profit Consequences 


one in actual practice. Its >isc docs not mean that the chief decision inaher 
.stands in front of a blackboard covered with figures and annoiinci'“s the 
results of his "secret" poll to the assembled group. It m.ty, though, require 
the committee chairman to query c‘ach decision maker verbally in order to 
determine the c.stent of disagreement. He may establish the level of profit 
consequences of a wrong decision simply on tiic basis of his own judgment. 
Tire inos'c to delay the decision may take the form of the ranking man’s 
assessing a four-hour discussion, with no attempt to scale the situation. lie 
should consider all the points raised and the logic with which the argu- 
ments were presented. Tin's may cause the chairman to delay in favor of 
e.vhaustivc and highly precise data or to delay only long enough to clear up 
.several points about which arguments iiave arisen. The use of the scale is 
simply a device to enable the chief decision maker to visuali/e clearly when 
and how long the decision should be po>lponcd pending addition.!! data or 
expert counsel. 

Wroc Alderson and Paul E. Green, in their discussion of uncertainty 
and decision making,*'' list five characteristics of problems related to the 
evaluation of marketing plans: 

1. High degree of. uncertainty involved in marketing problems. 

2. Complexity of structure. 

3. Lack of containment (emphasis on the finn's rclationsliip to it.s 
taistomers and competitors.) couphsl with tlic role that coopera- 
tion and conflict play in this broadeni'd sphere. 

4. Emphasis on change and the lime dimension. 

5. Paucity of relevant information for reducitig uncertaintv-. 

Within the context of these charaett n'stic-s. the "high degree of uu'xr- 
laintv" stems from the fact th:it the nurkelmg executive is frequently de.rl- 
ing witli unique situations, <|ui!e unlike, for cx.unple, the qu.ality-aintrnl 
engineer ssho can utili/e tiio past history of a production process to tntike 
probability estimates. I'or the marketing m-ui. given alternative coursL-s of 
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action, there is frequently a high level of uncertainty regarding their out 
comes 

“Complexity of structure* is perhaps a restatement that marketing « 
unique and tends to defy precise mathematical expression “Lack of con 
tamment* could be rephrased to describe certam instances m which a mar 
keting decision may lead to both cooperation and conflict among firms The 
“tacit acceptance of a price set by an mdustry leader is a reflection of the 
need for cooperation"" On the other hand, a marketing decision some- 
times leads to rather specific disruptive practices, such as a senes of price 
reductions that are injunous to all firms 

That the marketmg manager also hves m a world of “change” is evi 
denced by such marketing activities as the mlroduction of products when 
tlie primary question is tlie relabve speed with which one should make the 
final decision Fmally, the "paucity of relevant information* eontnbules to 
the problems of evaluating marketmg efforts because of the errors of one 
type or another inherent m information gathered to reduce the chances of 
makmg a wrong decision 

Charactenstics Nos 2 3, 4, and 5 are m essence causes of the uncer 
tamty experienced by the marketing manager, although Alderson and 
Green do not describe them in those terms Certainly the elements of com 
plexit), competitors counteractions, the difficulties encountered in the de* 
velopment of precise mathematical expressions, the inevitability of constant 
change, and the lack of sufficiently reliable mfonnation all contribute to 
uncertainty This uncertainty as has been pomled out, leads to and re\eals 
Itself through disagreement among the decision makers Thus, regardless of 
the causes of the uncertainty (and disagreement), this mgredient and the 
level of profit consequences dictate whether the decision should be de 
layed data gathered, and the uncertainty thereby reduced 

It IS often said that the gatlienng of data “is no substitute for execubie 
judgment ” In a sense, one can take the contrary pomt of \iew that no exe 
culive judgment is required m the making of a decision Meanmgful, ac- 
curate mfonnation when logically structured into the decision making 
process, w ill provide an adequate basis for the selection of one marketmg 
alternative in preference to others At this Jinal decision point execub\e 
judgment need not play an important role However, durmg the enbre 
deasion making process, prior to the selection of the final altematiic, exec- 
uti\e judgment is of paramount importance The recognition of the envir 
onment, the statement of the aJteraatives, the classification of the altema 
ti\cs, the knowledge of when to seek addihonal mformahon because of 
level of disagreement and profit consequences — all these steps require the 
keenest judgment It os difficult, in fac^ to overstate the role of judgment 
in decision makmg However, the real goal is to develop mformabon so 



Decision Delsij 


151 


conclusive that only minimum executive judgment is required for die 
selection of the "correct” alternative. ^ 


Cost of Deijs,y 

It is no trivial exercise to select one of several marketing alternatives 
when the profit consequences of a uTong decision can be serious or even 
catastrophic. Human behavior is such that the more one stands to lose, th.e 
more careful he is to avoid risks. Tins is of course the reason why some in- 
vestors select such fixed-yield securities as bonds ratlicr than more riskv 
common stocks. Here they are sacrificing the opportunity for more profit in 
common stocks in favor of the reduced risk inherent in bonds. 

Some marketing people arc far more willing to gamble than others. If 
the willingness to undertake great risks is accompanied by good judgment, 
the payoff will be greater than for those who enjoy the game in a more 
conservative fashion. In contrast to the gambler, an inscc-urc marketing man 
svill delay taking action for a variety of reasons. First, lie may simply be 
incapable of flexing his intellectual muscles and taking a stand. The fear of 
being wrong is so dominant that be constantly procrastinates, consancing 
his superiors that a delay w'ill increase the chances of a correct decision. 
President Franklin D. Roosevelt had the reputation of being a master of 
political timing. Mrs". Roosevelt spoke of bis “cnonnous patience," his ability 
to "wait for exactly the right moment to act.” ‘Though lie enjoyed giving 
the impression of .snap decisions.” wrote the historian .Arthur M. Scblcsin- 
gor, Jr., he "actually made few.” Roosevelt bad in fact a "wcak-ncss for post- 
ponement” — be tended to wait until situations bad cTS’stallized, until con- 
flicts between competing forces were resolved, until public opinion was 
united.’- Delay can be a grave w-cakness. The inward rationale of the 
insecure marketing man is tiiat with the passing of time the situation will 
resolve itself in some mysterious way. He hopes that information, counsel, 
or advice ssall emerge from somewhere and remove (he uncertainty from 
the contemplated action. 

Second, many deci.sion makers arc so fearful of the outcome of their 
decisions that they practically abdie.ife their responsibilities, relying upon 
die rrt'ommcndations of an authority in the field. If the decision is wrong, 
the marketing m.an can then explain to his superiors that someone "even 
more capable than be” was un.able to predict the outc-orne. Tims inanag<-- 
menl does not liave llu- right to blame him for the misl.ake. Tliis pro'ectivt' 
wall of counsel and information shields the decision maker from tne glare 
of lop management in case the ultimate action turns out imforiuiiately. 
Psychologicaf correlatives cvpliin the desire of a tx'rlain type of in.irke ting 
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man to seek mformation for the reduction of uncertainty when the delay 
cannot be economically justified 

Large companies can reduce uncertainty and risk because their rcsour 
ces permit employment of a variety of devices not so xeadil) available to 
small firms Decentralization, diversification, organized intelligence pro 
grams, executive recruitment the employment of consultants m finance 
production, and marketing — all these tactics work toward an overall achieve- 
ment of risk reduction But at the line level, the one marketing decision 
being made by the sales manager, the advertising manager, the packaging 
consultant, or the brand manager reflects on the indmdual or mdivaduals 
participating m that particular decision For this reason marketing research 
and other information sources are sometimes employed to gather data that 
will enhance the status of the decision makers 

In most instances, however, the decision delay is justified The cost of 
the information is usually a minute fraction of the gam that results from in 
creasing the probabilities of selecting the correct course of action Decision 
delay, how ev er. is not w ithout some cost, the reduction of uncertamty is not 
free of charge First the cost of gathering the mformation must be con 
sidered If a study costs $5000 $250,000, or whatever, this sum then is the 
amount paid for mformation that presumably will result m improved de 
cision making The sole economic rationale underlying the expenditure for 
marketing research or other types of information rests on the assumption 
that a simple sequence results m a more profitable decision (1) o prion 
probabilities, (2) dati collection, and (3) a posiertort probabilities In 
other words the chances are that the cost of the marketing research wall be 
less than the increased profits resulting from a logically consequent deei 
Sion Alderson and Green present an easily understood illustration (see Ex 
hibit 32) of the influence of delay on decision Associated with statistical 
decision theory forecasts are also identified with probabilities and antici 
paltd payoffs The alternative decisions are to build a new plant for the 
production of a new product or to abandon the project and not build the 
plant Each of the alternatives contains three levels of forecasts most prob 
ab’e, optimistic, and pessimistic The chances are thought to be two to one 
that the most probable and optimistic forecasts have a two-to-one chance of 
occurring over the pessimistic lorecast Thus, d die lota^ payofi were wmi 
puted at $7 8 million and the decision to build were made, the payoff for 
deciding not to build would be zero dollars 
While the alternatives to build and not to build are mutually exclusive 
marketing alternatives enough uncertainl) exists m the mmds of the deci 
Sion makers to suggest that better information mignt result in a more prof 
liable decision From the delay line in Exhibit 32 it can be seen what delay 
cost IS incurred ($2 6 million for research and development expenditures) 



LKCF.N'n 
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EKlimiT 32 

Influence of Delay 
(Under Perfect 1'uture Information) 

ON Decision to Build vs. Production of Product X 
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However, the delay and the attendant cost result m an ulhinate payoff of 
$12 million, minus the $2 6 million allocated for research and development 
The final payoff figure, then, is $9 4 million, a sum substantially above die 
one resulting from the “build without delay” decision 

This particular model, like others employing probabilities in an effort to 
determine the cost of delay, is based on the unreal assumption that the in 
fonnation gathered will be perfect This cannot be the case While market 
mg research aids in estimating future sales, the data are never perfect as 
was discussed earlier in this diapter Their imperfection detracts from the 
approach of predicting precise payoffs when the decision is to delay or not 
to delay Conceptually, however, the model aids the decision makers, it be 
comes apparent to the marketmg man that the unimportant decision does 
not justify the allocation of great sums for the acquisition of addihonal m 
formation It is necessary that the marketing man look at the profit conse- 
quences of a wTong decision and estimate, quantitatively if possible, the 
dollar value of a wrong decision Lymg between that figure and zero dollars 
is the amount that should be spent on additional research data Subjec 
hvely at least, the marketer must relate method and cost to the benefits to 
be derived from a more profitable decision In actual situations, this relation 
IS judgmental at best and tends to defy the precise quantitative approach 
to determining the cost of the additional information in regard to making a 
better decision 

The level of profit consequences influences the dollars to be spent on 
additional information, not the level of disagreement When the costs of a 
wrong decision are high, however, the greater the disagreement the more 
’ntical becomes the need for addihonal information The comprehension of 
:his relationship >vill result in a greater wUmgness to conduct exhaustive 
research In sura, these constitute the need assessments that should be 
nade by the marketmg research director 

LevYtt contends that some managements permit themselves to be “se- 
duced” by the exaggerated claims made by researchers that research vni\ 
irovide an escape from the painful uncerfamhes of decision making** 
ibis managerial attitude, when it exists, steins largely from an umviUing 
ness to allocate adequate funds for data collechon Marketing research, de 
jpite its growth during the past two decades, is still not fully embraced as a 
nanagenal tool by many firms claiming to be marketmg oriented- Its lack 
of acceptance frequently can be traced back to instances m which ade- 
quate research designs were not permitted m view of the cost limitations 
placed on the research It is significant that $10 milbon advertising deci 
sions, even when high disagreement and profit-consequence leveb exist, are 
frequently made ivith little or no res^rch effort aimed at reducing the 
chances of makmg a wrong decision The failure of top management to 
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budget sufficient resources to obtain truly better data accounts for many so- 
called research failures. 

Tliis aggravating situation can be corrected by (1) making certain tljat 
high-lcs'cl research talent is employed, (2) evincing a willingness to spend 
sufficient funds for the required data, and (3) introducing the marketing 
research man to the marketing problem during its initial stages. The re- 
search manager should participate in all phases of the marketing decision 
making process. To call him in at a late stage in the decision making pro- 
cess reduces his effectiveness. If he is to spend the rcsearcli money effi- 
ciently, he must be thoroughly familiar with the complete history' of the de- 
cision making process. T}ie study design, as discussions in Chapters 9 and 
10 show, is influenced Largely by the need for precise data, Tlie precision 
level of lire data is in lum dictated by the profit consequences and level of 
disagreement among the decision makers. 

Tlie cost of the marketing research is only one cost element in decision 
delay. Opportunity’ cost is another. Assuming that consumer research on 
Product X required ten months, it is elementary tliat the product, if intro- 
duced svilhout delay, would have enjoyed ten months of additional sales 
and their revenue. Although continual testing of the productivity of a par- 
ticular advertising theme may result in the eventual employment of a more 
effective theme, unnecessary' and lengthy testing incurs lost sales. Tlie ad- 
vertising manager must equate the chances of grealcr productivity resulting 
from extended testing and tlie amount of the lost sales. 

A fliird cost in decision delay stems from the reduction of lead time over 
competitive counteraction. Less and less frequently do companies enjoy 
long periods of competitive product advantage. A new product, even when 
a competitor is caught by surprise, can be quickly duplicated, or a Iiighly 
similar product soon introduced. To research an untried product in the mar- 
ketplace over a long period of time is likely to make competitors aware of 
it. Competitors can purchase test products, analyze them, and produce sim- 
ilar ones in quantity while the originator is still seeking additional data for 
the reduction of uncert.ainfy. Many' grocery and drug manufacturers arc 
bypassing large portions of the market-testing operation in order to increase 
tlieir lead time over competitive responses. Less reliable data are being 
judged mifjicicnthj adequate when contrasted with the finandal losses that 
might follow early competitive countermoves. 

The willingness on tlie part of many manufacturers in the grocery ant! 
dnig fields to market unrcscarched products is explained by tlie rapid suc- 
cess achieved by new and iinknoss'n brands. Smaller, less conservative firms 
can easily locate embryonic products that larger, more unwieldy and con- 
scrs'alive manufaclurors arc test-marketing. Tliey c.an produce almost cx.ict 
replicas and market them with vast supporting funds while the initi.al inno- 
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vator IS shll in the test marketing stage This flexibility cannot be readily 
achieved by firms seeking almost complete reduction of uncertainly 
through mordinate use of markebng research 

Because of the problems related to obtaming perfect information the 
behavior of total costs, conceptually repcewntad in Efinhit 33, bt 

readily applied to actual business situations The exhibit, however, graplu 
cally illustrates the behavior of costs associated with moving too slowly and 
too quickly in a particular stage of new product development 

"nie cost of future revenues being reduced as a consequence of com 
petitive acquisition of knowledge has apparently become greater during 
recent years Exhibit 34 diows the time lag m new product development 
work from before 1920 to 19^ Adler** has analyzed new product de 
velopment case histones showing the date on which the work started and 
the time elapsing until commercialization A simple tabulation of case 
histones — all relating to packaged consumer goods — reveals a likely cor 
relation between the number of years between development s^ork and 
EXHIBIT 33 

Behavior of Total Costs 
Proceeding Too Rapidly vs Too Slowly 


fSource* P*ul E. Cteen, ^'Bayesuo Siamtics and Picduct Decisions,*' Bwinw 
Homons, V (Fall 1^2), p. 105.1 
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EXHIBIT 34 

Relationship Betu'Een Date of Net Product Idea 
AND NU!.IBER of YEARS OF ELAPSED Tl.ME TO C0'D.!EUCIALI2ATI0V 

[Source: Chartca bj- T. F, O’Dell in Lee Adler, "Time Lag in Ncv.- Product Devcio-v 
tnent, Journal of Matkclins. XXX (Januarj' 1966), pp. 17-22.] 



1 2 3 4 5 6 7 8 9 10 11 12 13 M 15 1(5 17 18 19 20 21-^ 
Elapsed Years to CoTTsmcrcialiration 


commercialization and llic year in which the product idea was conceived. 
Y’liile this analysis can be assailed on several score', it is liighly probable 
that it docs graphically portrav the reduction in elapsed time v.Jiich can be 
achics'cd by delaying decisions in the c'oursc of work on new products. 

Noit-s 

: Tliis diseiissinn is drawn I.ircely freni Wills >ni T. ' I onl eminent Sci^yj-r (n 

Action (HomcwocKl, HI.: Ridi.ard D. Insm. b.c . ID's*), p- 

’Ibid., p. 170. 

’Some of this di'cu'sion i< dr.wn f.-nm ih- ..-.irly dicimn d a.r.c'jarr. 


made by 
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Frank H Knjgkt in JJwk, Vnctrtaoay and Profit, Senes of Kepnnts of Scarce Tracts, 
No 16 (London School of Econonucs and Political Science, 1933) 

*\Vroe Alderson, Markefmg Behavior and ExecuUcc Actum (Homewood, 11 
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sjohn Kenneth Galbraith, The d^uent Society (Boston, Mass Houghton Miffla 
Company, 1958), p 112 

* Alfred R Oxenfeldt, “The Formulation of a Market Strategy,” Managenal J/arlct 
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^Seymour Bants Expenmentafum tn Markeiing (Sew York City McGraw HiH 
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** Theodore Levitt ffinocation fn Bfarketing (New York City McGraw HiU Book 
Company, 1962), p 221 

»*L« Adler, Time Lag in New Product Development,'’ Journal of Harletmg, 
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Part III 

Decision Choice 



Once tJie marketer has designated the altemahce 
courses of action ttUhtn a decision structure, it he 
conics necessary at same point for him to select one 
m preference to the others As pointed out in Chapters 
5 and G, delays m m^Aing this decision are often bene 
ficwl Chapters 7 through 10 provide a formal frame- 
u,ork for making the decision choice In essence, the 
chapters of Part III take the reader through the vital 
phase of selecting the best alternative, recognizing 
that a wide range of entena are available for the mamj 
different decision types 

Chapter 7 ( Cnteno for Decision“) discusses ihe 
feasibility of certain entena and their relationship to 
different types of decisions Chapter 8 (’Relationship 
Between Criteria and Decision Type”) expands this 
relationship Chapter 9 (“Sales Predictions as Relevant 
Information and Decision Criteria’) treats those de 
ctsions requmng monetary measures — decisions of a 
financial nature In contrast. Chapter 10 (“Nonmonetary 
Measurements as Marketing Decision Cntena”) applies 
attitiidinal and other measures to those decisions char- 
xvJj’.risiui £*f xanrk^Jxog 
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D casio.vs ARE BEST JIDCED ANT) E%'ALrATnD IN’ THE UGJJT Of l.\Trj>. 

dcvolopments. Unfortunntcly, by then it is often too late to alter 
direction. President Jolin F. Kennedy’s decision to risk cnonnous ha7.ards 
in the confrontation with the Soviet Union during the Cuban missile crisis 
in 1962 was one which, in view of later events, proved correct. However, 
President Kennedy formed his decision in its embiy'onic st.agc during a 
time when rumors and reasonably well-founded reports were reacliing the 
White House regarding the placement in Cuba of Soviet missiles cajJ.able of 
nuclear attack on the United States. Thus the alternatives were posed; 
and, while these alternatives have never been fully published, they likely 
ranged from immediate attack on Cuba with no warnmg to a firm diplo- 
matic note addressed to the Soviet Union. 

At the beginning of the crisis, the President abruptly terminated a 
political tour to return to Washington for week-long discussions, .vltmoen 
of the National Security Council and other fop advisers met u-ith .and svith- 
out the President to consider the altcmativcs. No one will deny the cat- 
astrophic conscqucnctss of a wrong decision, although these consequences 
certainly arc not measurable in tenns of profit. Decision dela) un- 
doubtecllv occurred because of a high level of disagreement at the otifset 
of UiC discus.sions and because of the admittedly perilous con-.eq.K nccs of 
a wrong move. President Kennedy later said regarding the Cuh.m cnsis: 
“If we h.Td h.Td to act in the first 24 hours. 1 don’t think . . . we would huyc 
chosen ns pmdcntly as we finally did.^^ The information which aided him 
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and his advisers to reach a deasion had already been assembled, and 
their discussions apparently centered around predicting the reaction of the 
Soviet Union and deternimmg subsequent moves the United States would 
malce 

As It turned out, the right decision was made The passmg of hme has 
established its correctness 


I^IFOBTA^CE OF CRITERIA 


The complexity of marketmg decisions precludes their bemg classified 
as “right" or “wrong” The altemabves under consideration have relahve 
degrees of ment, and it is often the case that two out of perhaps five may 
be highly acceptable, with one of the two slightly preferable to the other 
There is frequently no one best decision 

The correctness of decisions also is dependent on the standards of the 
penon responsible for making the judgment In many instances the criteria 
established by the judger are neither clear nor forthright “The manager 
who from a hmdsight position, berates his subordinates for making the 
'wrong* decision may be judgmg them against a divine, rather than a hu 
man, standard One can only ask useful questions about what managers 
should do or will do m terms of the limited conceptions of choice situa 
tions out of which their acts are bom 

If a rational decision making process is to be engaged m it is essential 
that decision makers establish meaningful cniena for the selection of the 
better or best marketing alternative If the scientific method is to be sub 
scnbed to, the criteria must be goal directed In other words, decision 
makers must acknowledge a basis upon which a decision ivill be made m 
terms of objectives — whether these objectives are companywide or limited 
to the narrow aspect, for example, of the promotion of a particular brand 
Criteria are necessary If a decision is reached quickly, after the final 
statement of the marketing alternatives has been agreed upon, it is 
achieved because the decision makers thought alike on some particular 
cntenon or set of cntena 


Profits as tiie Basic Cbjtebiov 

In the American system of free enterprise the profit motive dominates 
This motive is based on the fundamental concept of freedom of choice, 
which stems from the early days of American history It rotates around 
the basic human drive to excel, with monetary gam as one of the rewards 
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for lliose wlio perform their functions in a superior manner. Tlic same proOt 
sv.slcm establishes our structure for the c.schanq;c of "oods aiui services 
for money, with a portion siphoned off into taxes to make possible the 
administration of govemments, school sj'stcms, hospitals, educational in- 
stitutions, parks, and numerous other nonprofit institutions. 

Tlie attraction of risk or venture capital is fundamental to the oppor- 
tunity for reward based on die profit motive, and in this sj'stem it is es- 
sential that a company cam adequate profits to surviv'C. Failure to cam 
adequate profits is almost without e.xccption a function of managerial 
skill. Empirical data have long since established that the inability of fop 
management to produce the profit necessary to stay in business reflects 
failure in decision making, Tliat the managerial assignment to produce a 
fair return on investment is not an cas}' one is evidenced by the fact that 
three out of four industrial firms established in die United States fail 
within fis'e years.® 

Because of the vital role played by profit as a detenninant of survival, 
it is understandable that profits arc readily accepted as the fundamental 
criterion for die making of all business decisions. However, nonprofit con- 
siderations are often present. The desire of a firm to be a “good cili/en" 
in a community dictates many decisions which appear on the surface to be 
nonprofit-oriented. Sponsoring a junior achiex'cment activity, financing a 
bowling team, or participating with governments in antipoverty programs 
appears not to be underLaken in order to increase profits — at least short- 
run profits. True, on a long-range basis the maintenance of good community 
relations improves die attitude of labor, enhances opportunities for improi’- 
ing the caliber of personnel, and even results irr a greater willingness on the 
part of consumers to purchase the firm's products. For the most part, 
iiowcvcr, the basic criterion is die satisfaction derived from being an 
cnfhusi.astic and cooperative member of the community. 

Some nonprofit decisions arise from the ego of those responsible for 
making them. Reciprocity, the opportunity to look important in front of 
one's peers, the desire to aid an old college friend— decLsions in these 
areas arc often motivated by a basic insecurity in the maker. But these 
bases for making decisions do not predominate in the business scene. They 
are the e.xccption. Mlicn they do prcx'ail, those xvho made them arc soon 
questioned by their superiors and appropriate action is taken. 

Certain tsqics of marketing decisions appear to be directed toward 
reducing profits rather di.an increasing them. For example, a company 
which has an inordinately large share of the m.^irkct xvill sometimes cur- 
tail its marketing effort in order to reduce the e.xtcnt of its penetration. 
Hie reason is that antitnist action .sometimes results when a firm comers 
too large a market .share, Tlic Sherman Act prohibits any attempt at mo- 
nopoly, and share of the market, if tweriy large, is frequently s iewed by 
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government agencies as evidence of monopolistic power And still other 
antitrust action can be taken under the Clayton Act A Federal Trade 
Commission decision of 1966 required General Foods to divest itself of 
the SOS Company a manufacturer of household cleaning pads FTC 
contended that monopolistic tendencies were deselopmg and its decision 
was upheld Antitrust action, in short, is common, and marketmg manag 
ers )om wth legal counsel m keeping a watchful eye on any situabon 
which may attract the governments attention 

Some markebng decisions even appear to be made m reverse, resulting 
in a wilhngness not only to settle for a smaller share of the market but to 
reduce profits Ho^vever, this reverse decision making is essentiall) aimed 
at maximizmg long run profit The rationale is that a firm can sacrifice a 
share of the market for the present so as to preclude the possibility of anh 
trust action Funds which would otherwise go into marketmg will then be 
transferred to another area of the enterprise where their use will result in 
the maximizabon of profits on a long range basis 

^Vhlle it IS true that marketing is rooted m the profit concept, it does 
not follow that marketing pracbces are or should be auned at duping the 
pubbc A firm cannot “gouge’ the consumer on a long run basis Competi 
tion acts as a pendulum when a company charges exorbitant prices And, 
in the field of advertismg good taste is essenbal “Overadvertising" may 
yield short run profits, but the public, along with certam government 
agencies ultimately rebels As a result, profits decline 

The mobvabon provided by the need for profitable sales and a fair 
return on investment drives many marketing people to take certam actions 
which do not necessarily place the consumers interest above profits This 
type of marketing acbvily, engaged in only by a mmonty segment of firms, 
has resulted m a general distrust of many marketing efforts b) the pubhc 
as a whole The recent “truth m packaging’ bill undoubtedly emerged 
from confusion and suspicion on the part of consumers as evidenced in 
letters to vanous manufacturers, in newspaper articles, and finally m m 
vesbgabons by legislative committees Opinion studies among teenagers, 
moreover, reveal much erroneous diiolong m regard to markebng and 
parbcularly advertising hfany of them feel that one of the pnncipal func- 
hons of advertising is to “s^uce" people into buymg items they do not 
really need or want 

The Attorney Generals office m Washington talks about conduebng 
product tests whose results would be published by the Federal Govern 
ment m order to aid consumers m making product comparisons The m 
ference is that adverbsmg claims and product performance are at such 
variance that the consumer is often cheated and needs protection Media 
discounts, tradmg stamps, “cents off deals, special pricing of private-brand 
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mcrciianclisc, and other marketing efforts are nnder government scnitinv. 
And "protection of the consumer" by the government tends to be c-oti- 
centrated in the area of marketing. Hence profit, as tlie fundamental, 
deep-rooted criterion of decision making, must encompass an .Utitude to- 
ward the consumer more pervasive th.an the hope of ,short-tonn e.u'n. In 
other words, if maximi/alion of expected long-run profit is to be the basic 
criterion, it must be in conforinancx* with consumer interest and protection. 

Tlic use of profits or other monctar)' measure as the criterion for de- 
cision cannot be accomplished in a vacuum. For e.vample. let us assume 
that the !ong-nin strategy of an appliance company is one of broad diver- 
sification. The decision to diversify resulted from a marketing environ- 
ment revealed by a gradual decline in the share of the market held by the 
company’s narrow line of producLs. It then embarked upon a five-year 
diversification program, with long-lcnn profits atf the criterion. However, 
let us further assume that the .sales manager for the appliance line had 
conceived a unique marketing program for it and was firmly convinced 
that with a large exqumditure of marketing funds he could boost the firm’s 
share of the market, thus increasing coqroratc profits substantially over 
the next two or three years. If sbort-tenn gain bad been the criterion, the 
decision would have been to allocate this large sum of money to the new 
marketing effort. Instead, it was decided to apply this money to the diver- 
sification effort, aiming at maximizing the expected long-nm profits — ni 
keeping teith the firm’s long-range strategy. 

.Marketing objectives or goals, short- or long-nm, can range from the 
ambitious but vague "to cam as much money as possible" to the somewhat 
more specific “greater community senicc." Somewhere in between lie 
such monclar)’ objectives as “to increase financial .stability’’ or "to intn'nse 
the ca.sli flow.’’ Certain finns, especially those' with older managements, 
mav decide to "piateau" or even to reduce their marketing efforts with the 
objective of "maintaining current profitability le\e!s with little or no em- 
phasis on deliberate growth efforls." Other objectives, such as a reduction 
in sales-vohime fluctuations, an increase in the eorpor.ite growth rate-, or 
the development of product innovalions, have expected long-nm profits as 
the ultimate criterion. The interim decisions made by marketing men are 
most likely to be influenced by tliese slated company goals. 


Rt I.I V.VST D.xta 

Profit, then, is the common denominator of every marketing decision 
.•\s Dellcfscn has stated.* ’’. . . marketing might be called the sciencT' of 
bow to make a profit. Our unit of meaMirernciit is the doll.ar, and our 
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Standard is the return on investment ** An acceptable defimtion of profits 
reminds one of the old adage “The broader the generalization the more 
likely it IS to be true ” Profits can be defined simply as revenue minus 
costs Even accountants and economists, often at odds, will agree on that 
definition, with its high level of generality But any attempt to define costs 
finds those engaged m vanous discaplmes gomg separate ways What com 
prises costs? Here the argument begins 

The profit cntenon for marketing men is perhaps less a problem of 
definition than is the relevance of particular data to the marketmg altema 
tives under consideration When the marketer arrives at the phase of the 
decision makmg process where additional data are reqmred in order to 
reduce the imcertamty, it means that the marketing man’s accumulated 
beliefs and pnor knowledge have not been sufficient to guide the decision 
makers in selectmg a course of action. Thus more data are required. What 
data? It IS rare that information is sufficiently explicit Data for cntena 
purposes are too seldom — in advance of the decision — related to the se 
lection of one alternative in preference to others At best, the mformation 
sought IS set forth in a most unsystematic fashion, and often there is a 
wide and even embarrassmg gap between relevant mfonnation and the 
decisions under consideration 

This gap is an area in which marketmg research is often cnbcized Too 
frequently the research study is designed and the data are gathered ^vlthout 
a well disaphned discussion of the contributions the data can make to the 
choice of one marketing alternative over another The crux of the scientific 
approach to decision makmg m marketing is the relevance of data to the 
selection of the marketing alternative If this relevance is not made crystal 
dear pnor to the design of a study, the presentation of the data to the de 
cision makers ivill likely be received with a collective shrug of the shoul 
ders And clanty is difficult to achieve The marketing decision makers 
and the marketing research personnel should therefore hold intensive dis 
cussions of the entire problem being considered, from inception through 
the stages at which the levels of disagreement and profit consequences 
were established 

Deciding what constitutes relevant information forms only a portion of 
the marketing research proDfem In addition, tfie accuracy Jevei* of the m 
formation must be established, at least in the mind of the research man 
ager Until the marketmg researcher has a dear statement of the marketing 
alternatives and some knowledge of the level of disagreement and profit 
consequences, he cannot design an efficient study Deciding for example, 
to gadier informat’on through informal talks \viA five editors of busmess 
papers m a specific field or to conduct a study among a random sample of 
5,000 households across the country is closely related to the marketing 
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alternatives under consideration, plu<! the extent of dharrrccmrnt aman^ 
derision mokers and the profit camcqucncrs of their making a trronii dc- 
cidon. Tlic researcher must thus be aware of the disagreement level and the 
profit consequences prior to any discussion of the design of the information- 
gathering effort. 

Tlic failure of marheting research to contribute in a meaningful way to 
the individuated decision arices from several situations. Tlircc which recur 
most often arc these. 

1. Alternatives have not been clcarbj phrased or spelled mil. One of 
the common problems in developing criteria is lacb of clarity in the state- 
ment of the marl.efing alternatives. Often the statements overlap, preclud- 
ing the .selection of a particular criterion which would aid in choosing the 
course of action to he folIov.-ed. Sometimes marketing alternatives inad- 
vertently emhrace two or even more decision stnicturcs. 'Flic phiusing of 
the final statement of marketing alternatives must lead to one decision. 
Other possilile decisions, even though closely related, require other sets of 
alternatives in otiier decision structures. Also, confusion results when the 
phrasing does not form re.dislie alternatives, such as, for example, decid- 
ing between using the Satiiidaij Evening Post or television. Maga'/ines are 
ahcrnativfs to teles ision, and the first step must he to decide hetsseen 
m.ig.t7iues in g<’neral and television. .After that decision has hten made, 
and then only, a subsequent set of .alfematis'cs can pit, say, tlie Saturday 
Evenin'; Post \orsus Life, Leah, or other specific periodicals, 

2. Decision rnabers hate not a'^reed on the criteria for the derision. 
Just as decision makers cannot alw.ays agree on marketing alteniativ'es, it 
is often difficult for them to c-oordinalc their (Ju'nking regarciinti the basis 
on which one course of action should be selected over others. Without 
agreement on this basis for selection, debate can continue even after (lie 
data have been assembled and presented. The inability of m.magement to 
agree on what data will cause tiiem to move in one threction in prtftreute 
to another causes an almost complete hot;cing-do\\n of the decision md- 
ing piocess. particularly in descriplise studies. 

Let. us assume that a local so.h drink hotlhr has iiilrodiicod a new prod- 
uct, brand .V, aimed at the early tetnage market. A’ou are the other 
leading bottler in the community, and jou rerogni/r flu's rnose ,rs .r m u- 
kefinc r’rrvironmcnt to sshich yoit must adjitsl. .Vftor some rlKcussiou. urt 
discos'cr that the franchise for a similar prodirct. br.ind ss is.ulalile. 
A'oirr altemalives are to market and nut to rnarki t Brand S. 

A'our derision is nrnde in the afurmatise. 'nu’s ie.ids to a tou-tqu't!! 
.set of alternatives; IIow many dollars shoirld sort .illoc.ate to arisi rtisuic to 
.support brand .*•’? On a "per ct nls per case h.isis," \a\t must predift sour 
salrs osrr the ne\t sesiral months. Sistrpie m'lltiphe.iiion v ;!! M,u 
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to determine the speciBc number of dollars to be allocated to ad\-ertising 
the new product This procedure seems sensible, so the problem becomes 
one of predicting what the sales of Brand S ^vlll be You agree to conduct 
a marketing research study in order to determme the \olume being 
achie\ed by jour competitors new drink The study is completed, and jou 
find that tlie compehtive bottlers Brand N is sellmg two million cases a 
year On a “two cents per case allocation," you say, he should be spending 
$40,000 annually to advertise his brand. The figures are fasematmg e\en 
revealing, but jou suddenly realize that you are unable to use them m at 
temptmg to determme how much jou should spend for adiertising Should 
you match jour competitors $40000 outlay, or should you spend more 
than Brand hTs figure^ Perhaps you should alter the twt)-cents per-case 
figure, boosting it to three cents 

The point is that the marketing research which rei’ealed the t%vo-inil 
bon case \olume for Brand W will not enable you to mo\e fom-ard m an 
unequuocal manner Actually, you are unable to arrive at any decision on 
the basis of the survey data despite their exhaustiveness and cost ^\hat 
has gone wTong® The Erst weakness was your failure m not having the 
alternatives posed in an articulate statement The second was your failure 
to establish the relevance of the data m advance Now that you have the 
sales figures on competing Brand N, what can you do with them’ 

^Vhen decision makers fail to determine what constitutes appropriate 
criteria and relevant data they frequently find their marketmg research is 
little more than a throwback to the environmental phase of the decision 
making process To illustrate this point with another type of marketing ef 
fort, let us assume that a marketing research study has been conducted 
with the following objectives * 

1 To measure the incidence of coupon saving among consum 
ers 

2. To anaij’ze the relationship between coupon saving and (he 
purchasen of Company X*s products 

3 To determine the extent to which Company X*s coupon savers 
are involved in the similar programs of other ininufarturers 

4 To estafifisii (fie geographic pattern of coupon savrag" 6y ^xjitt 
panj X’s consumers 

From these objectives it would seem that the research was aimed 
largely at environmental evidence gathering If the reader of the report 
knew nothing more about the background or marketmg environment 
which prompted the study, he would assume that the marketmg altema 
lives had not yet been phrased and that the data sought were aimed at 
uncovenng new marketing environments and perhaps at attachmg signif 
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icance lei’cls to those environments. However, if the alternatives had al- 
ready been phrased and agreed upon, the data uncovered by the report 
presumably would assist in making one or more individualired decisions. 
It is especially conceivable that information of the Upe specified in the 
second objective could resoK’e the issue of svhethcr couponing uas a prof- 
itable marketing effort for Company A'. If (he decision makers knew, for 
c.samplc, what portion of the purchases of the company's products were 
occasioned by couponing, they would be able to determine ibc profitability 
of the coupon program. Hou-e%'<T, it is essential that the decision makers 
agree in advance on the criterion. At what point docs coupon redemption 
become most profitable — at - percent, 15 percent, or 30 percent? 

Of course, one can argue platisibly that this information is not suffi- 
cient for deciding whether couponing should be continued or fenninafed. 
If this is the ease, the decision makers should ask thcmseK'cs wh.at other 
data would be relevant.'^ Tlic entire marketing research effort could very 
well have been saved if one or more of the decision makers bad ch.al- 
Icnged the worth of the information sought for the deebion criterion. In 
fact, this could have been the reason for the fourth objective; "To estab- 
lish the geographic pattern of coupon saving by Company A"s consumers.” 
One of the decision makers could have been unwilling to accept tlic na- 
tional pattern, contending that variables related to geography might ob- 
scure the meaning of tlio national data. Tlicreforc. an analysis by geogra- 
phic or sales regions might constitute the critical relevant infonnation. 

Tliis is the Ispie of discussion among deei'-ion makers which is so cnicial 
to meaningful computer programming. It often has been said that one of 
tlic cliief licnefils of llie modern computer is the c.stciit to wliicb it has 
forced well-structured decision rn.iking upon the business community, es- 
pecially in the area of marketing. Too often in the past, masses of data 
were gathered, analv/ed in an infinite number of ways, and then presented 
in a .systematic hut not always meaningful .sequence. Certainly, the com- 
puter retjnires all partieip.rnts in the marketing decision making process to 
think through the entire situation, employing those logical processe.s whose 
absence loo often is gl.-iringly reficcled when the computer printouts are 
.studied. 

3. The marketing researcher fails to communicate rfjectivrhj with the 
dreiu'Ott makers. U the researcher has comimmieated adefjuntely with the 
decision makers, the problems previously discussed will not h.ivc arisen. 
In other words, if the in.'irketing alternatiscs liavc not Ikcu ch^arly artku- 
kited. it is the responsibility of the researcher to pursue clarity and et- 
rhisivtness until tlie end result is satisfactory'. Furlh/’r, if the derision 
makers do not agree on the detisinn criteria or on relevant information, 
the researcher should conlintic the discussion with the marketing people 
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until such agreement has been reached Frequently the cause of these first 
two madeqincics of marketing researdi is the failure of the researcher to 
perform his communication task properly 

In defense of the marketing researcher it must be pointed out that he 
IS frequently dealing with businessiren who while professing a need for 
infonnition are not really acquimled with the more advanced formula 
tions of strategies and programs based on information Too the marketing 
mans background often influences him toward making mfuifire decisions 
under conditions of uncertainty Generally he is not trained to view 
the need for data in terms of markebng alternatives levels of disagreement 
and profit consequences and statements of critena for decision 

^Vhlle the marketing manager need not be a specialist or techmcian it 
is highly desirable that he understand the role of information in a profes 
sional light He must not view it with skepticism or hostility The decision 
makers m marketing must he generalists who know “how to employ a \ar 
lety of specialists who have sufficient breadth to weigh different kinds of 
considerat ons and who can view the making of a given decision in the 
context of the whole situation The pracbtioner though a generalist 
tends to become more scientific as a field develops Tomorrow s marketing 
moMgers will be more scientific than their predecesiors They will be bet 
r trained technically than most of today s marketing researchers 
Most marketing management and marketing research people can 
easily recall many instances when survey data were to be used as the 
basis for making a decision and it was discovered that a variety of inter 
pretations could be placed upon the same set of objectively obtained" 
factual mformabon This represents a breakdoavn m communication*— 
stemming on many occasions from the sheer incompetence of the re 
searcher At one and the same time he may be a sophisticated technician 
and a researcher ill-cquipped to discuss the role of information and its 
marketing implications A just cnlicism leveled at many researchers is that 
they are purely fact finders and that they think only in terms of sample 
surveys or other field measurement proc^ures Moreover some manage 
menl people contend that marketing reseandiers viewpoints are inherently 
provincial being restricted largely to marketing objectives m contrast to 
overall company goals * Operations researchers m many large firms are 
especially critical of the efforts of marketing researchers Operations re 
searchers more comfortable m the use of mathematical models frequently 
outperform marketing researchers because of their greater ability to fol 
low the decision making process in a logical form from inception to con 
elusion Marketing researchers historically have bjilt their acceptance 
around the sample survey and data collection with perhaps msufficient 
emphasis on the total decision 
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In some manufacturing firms (he marketing research rcsponsihility is 
assigned to an analyst, often inexperienced; communication helween him 
and the decision makers is virtually nonexistent. In .such instances, xclun 
an outside professional marketing research finn also particip.itcs, the re- 
search often disappoints (lie deci.sion makers. The rc'se.rrch fimi. guilty hy 
association, finds it difficult to lake a strong stand on (lie selection of de- 
cision criteria because of the unwillingness nr inability of the comp:inv’.s 
analyst to pressure Iris marketing management for clarification. Tlifs un- 
willingness often arises from the analyst's fear of (hose inanngc’rs repre- 
senting upper company echelons, especially when the decision makers pre- 
sume they have concluded tlic necessary discussions on the problem at 
hand. 

Certainly marketing research needs more orgnnbational status. WIulc 
there arc exceptions, tlic unwillingness of many managements to invite the 
director of marketing research into the initial discussions of marketing 
problems is ssTOptomafie of the low esteem in which marketing rc'search 
is held in these firms. Although the rapid growth of marketing research has 
been well documented, the increase in the use of this anaUtical tool has been 
more bori/ontal than vortical. In ether words, more and more research is 
being employed in making certain types of fine decisions, such as those 
concerning advertising, product, and more recently pricing, lint the re- 
searcher too seldom participates in the fommlation of overall marketing 
.strateg)' and marketing planning. This situation is to some e.xtent the fault 
of the marketing researcher's training in statistical, sociological, and ps)-- 
clioiogtcal areas rather than in accounting and finance. The marketing re- 
searcher schooled in the latter two disciplines finds himself much more 
quickly accepted by management. 


CoNsromxTioN.s in CiumuA SnLtxmoN 

Tlircc primary considerations govern (he .selection of appropriate cri- 
teria: time limitations, cost of data, and feasibility. Each of these areas 
must be tlioroiighly understood by both the decision makers and those 
responsible for de.signing the research effort and gathering and analy/iiig 
the resultant data. Most of all, the marketing researcher must clearly grasp 
the marketing alternatives and the Icxels of disagreement and profit con- 
sequences at the decision making table, Tben he can .suggest decision cri- 
teria in keeping witJi the problems of data collection. Certainly, in dis- 
cussing informational needs with the decision makers, lie must la'cp all 
three considerations constantly in mind. 

7'imc liniilatiojH. Time limits toristitnte a pracliral problem, obvious 
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to all Often the marketing researcher is required to furnish data within 
weeks or perhaps days when, under more normal circumstances, three or 
SIX months would be required WTien top management pushes the panic 
button, calls m the marketing researdier at 4 00 p M on a Friday after 
noon, and insists that it must have the necessary data within 72 hours in 
cludmg the weekend, tlie researdier must decide between easing the cn 
tena or increasing the error level of the data sought Predicting the share 
of market to be obtained by a new brand, for example, is not a weekend 
project 

The tune element, which influences the selection of an appropriate cri- 
terion, IS an outgrowth of the broader subject of cost of delay, discussed 
in Chapter 6 The point is Does the gain resulting from the need for 
gathering information (which occasions the delay) more than compen 
sate for the cost of the information and other related problems brought 
about by pushing the decision ahead in time^ The influence of time on cn 
tena selection is reviewed by the marketing research director or the person 
in charge of designing the study The marketing management group his 
already detided that the decision will lie delayed The marketing research 
manager learns that (he decision must be made in, let us say, three 
months Knowing this, he faces the task of making certain the entena for 
’‘■cision are realistic enough that he can satisfy them wilhm the given 
specified time period, somewhit less thin the three months designated 
The central thought is that the dchv emerges from the decision makers 
deliberations The marketing res'nrcJ cr. charged with the responsibilit) 
of gathering the appropriate information must determine that the cntiria 
are sensible in view of the time element 

The time limitations placed upon the researcher are sometimes un 
reasonable and unnecessary Marketing imnagement on occasion is guilty 
of overstating the cost of the delay especially when greater lead time 
over a competitor is sought during a new product development race On 
the other hand, it is necessary to rely on the judgment of the managenal 
team because the ultimate profitability of the brand or product group lies 
in Its hands The researcher can point out, however, that the informa 
tional needs necessary to satisfy a specific cnlenon border on the impos 
sible and would result in such gross error that the data would be scarcely 
belter than the combined judgment of the group 

Cost hmttations In a general sense, profit oriented criteria requiring 
monetary measures (sales, revenue, and so on) are usually more costly to 
satisfy than criteria several steps removed from profits, such as tnffic 
counts, consumer stated preferences, consumer attitudes, or brand aware- 
ness Profits, as will be shown later, are predicted on the basis of revenue 
mmus cost Revenue, as a funefaon of sales and selling price, must include 
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a prediction of sales if the proGt criterion is to hold. Studies of this h-p- 
arc usually quite costly, but they can be entirely justified if the profit conse- 
quences are higfi and coincide svith a high level of man.igcrial disagree- 
ment. In real business situations, hosvcvcr, ss’hilc insisting on employing 
the profit criterion for the jnaJ.ing of a highly consequential decision, 
management is often unwilling to allocate the funds nccessars' for the gath- 
ering of the required data, "niis thorny situation frequently has its origin 
in a lack of understanding of researcii requirements. Rut it is a fact of life, 
and the researcher finds himself faced with decision criteria quite un- 
realistic in view of funds woefully inadequate for the gathering of the 
necessary infonnation. 

In many instances the amount of money to be spent on a marketing 
research study is specifically staled before the marketing researcher is 
consulted. He then finds himself in the equivocal and embarrassing 
position of attempting to design a study to develop necessary informa- 
tion for an agreed-upon criterion — information that might have a high 
level of error because of money restrictions. If at all possible, he should 
strive to soften the criteria requirements to the point where reliable infor- 
mation can be obtained within the approved budget. Of course, Uic re- 
searcher can take the unsvavering stand that additional funds must be 
made available, hut the outcome of this request depends to a large extent 
upon tlic organirational status of marketing research svilhin the finn. 

Feasibility of gathering the information. Both time limitations and 
cost of data contribute to feasibility. If insuflicicnt time is available or 
if inadequate funds arc alloc.'ilcd to the research effort, it is not feasible 
to gather infonnation to satisfy properly the criteria demands. 

Still another dimension contributes to feasibility. It centers around 
whether tlie subject can he practically researched, regardless" of time or 
cost. Some subjects appear to defy tlie researcher because of the lack of 
an appropriate marketing research technique. It Is vciy difficult, for 
e.xamplc, to obtain sound information on the investment and banking 
behavior of families. The personal nature of tliis subject tends to resist com- 
plete data collection. I.,et us assume that a commercial hank lias a mar- 
keting problem wliich calls for criteria involving the extent to which the 
total population of the market area mainl.iins personal savings and check- 
ing accounts, and the average halancics of these accounts. Most people 
will not reveal this personal information to an intcnicsser v.ho has 
kmocked at the front door. Even the Federal Government's Biirr-ui of the 
Census, ss-itli the force of law .supporting it. lias difficulty In obtaining 
highly precise data on certain sub|s*cls such as these. .Moreoscr. this lack 
of research feasibility .stems from botli an iinwiilingm ss and an inibiiit' 
on Uie part of the indisadual to provide the data. 
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Even though marketing researches have been amazingly ingenious 
in establishing facilities and developing new techniques some t)"pes of 
studies are sfiH not feasible because of technical deficiencies In these 
cases It is necessary to adjust the cnlena requirements The decision mak 
ers must be made to see the necessity of makrng the decision on the basis 
of some other t)pe of information The feasibility of developing and i sing 
techniques or facilities must not be confused with the feasibility of op 
crating within specific cost or time limitations In cases of cost or time 
limitations criteria adjustments are made In contrast cases when tech 
niques or facilities are m\olved may require that criteria be changed for 
the simple reason that it is almost impossible at any pnee to obtain ade 
quate information for the established cr leria 


Influence of Decision T\pe on Crttewa 

Communication problems in the decision making process are per 
\asive and all important Marketing is unique in ^at it involves m 
terpersonal relationships far more for example than such other business 
functions as production or finance No one denies that other business 
areas constantly involve considerable communication efforts but in mar 
ting the problem of communication in and outside the firm is predom 
inant and highly significant In a broad sense marketing u communication 

In the development of appropnate criteria let us assume that the 
problem of communication has been overcome and that hme cost and re 
seirch feasibility do not present obstacles At some point the marketer 
must view possible criteria m terms of the type of decision being made 
It IS not necessary to review and categonze again many ways in which 
decisions can be grouped but the marketer should apply certain dimen 
sions to the decision in order to aid in selecting the most meaningful 
criteria As he moves through the decision making process having estab 
hshed profit consequences and disagreement levels and applied his fea 
sibility tests the marketer should next classify the possible decisions into 
one of fluee categories the identical cost decision the diverse cost de- 
cision and the pricing decision 

Identical cost decisions A fruitful way of viewing possible criteria 
is to consider whether the marketing alternatives under discussion have 
identical costs An example of (his approach would be in a case involving 
Advertising Headline A versus Advertising Headline B It can be con 
fidently assumed that the cost of Alternative A is identical to that of AI 
ternative B Another illustration would be making a change in a product 
formula the issue is whether to increase the sweetness to a certain point 
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or to increase the chocolate content to a specific level — assuminc; in cither 
instance that tlie materials and production costs v/ould be identical. 

An advertising budget svhich is fi.wd for tlic fiscal year results in a 
scries of idcnticahcost decisions. Regardless of ss’hat media arc employed, 
the total cost to the company remains the same. Let us illustrate this point. 
If (on flic basis of some criterion) the decision h.as been m.’.de to split a 
•$2-mi!!ion ads-erfising appropriation into equal parts, witli half scheduled 
for television and half for nesvspapcrs, the altem.ativc.s (let us acsumi ) 
are nosv narrossx'd to the particular media icithiii type to he used: vhat 
telcvi.sion time and wliich newspaper in what citie.s. One television pro- 
gram in terms of lime costs is identical to another, if ut assume similar time 
periods. To buy the 8:00 to 9:00 r.M. hour on Tuesday and to huv the 
same hour on Wednesday or Tliursday arc allcrn.itivcs h.iving identical 
costs. 

In selecting the criterion for this type of decision, tlic decision maker 
need not concern himself with a precise nuasurement of how mticli 
more profitable one alternative is than another. Tnic, profits are tlie 
fundamental criterion for the marketing decision. In idcnticahcost de- 
cj.sions, however, a mea.surcmcnt of the relative profitability of altcnia- 
tives is not neccssaiy or even desirable. 

If the allcmatis’es have been narrowed donti to a .specific evening hour 
on Tuesday or Wednc.'id.iy or Thursday, and these are the only altemafives 
now under discussion, the marketer need not consider profits ns tlie criterion 
at all. It would be interesting, of course, to know the relaiis'e profitability of 
each of the three hours under consideration, but tlie funds spent to deter- 
mine rclatis'c profitability would be an economic usistc. Instead, sonic other 
criterion, such as total audience, should be introdiic-ed. Even that criterion 
can be refined: "total audience” is an ambiguous tenn. If tlie advertised 
product is a building material such as flooring or ceiliti" tile UMCilly pur- 
chased jointly by husband and wife, a measurement of the co.mbincd male 
and female audience would be reles'anf. On the other hand, if the .uKer- 
tised product is of the kitchen or household-utility category almost alwass 
purchased by tbe female family head, the relevant infoniiation as s|H tifii-d 
iiy the criterion would undnuhtcdly relate to the female atidienw. 

It is often desirable to brc.ik dowm the crilrrinn into more specific 
measurc-ment areas, .such as ,age brackets. Research lias Jong rstahlidied 
that new products arc tried moie readily liy younger housewives, if tlw 
product-class consumption is related to age and f.nntly <i/e, the criterion 
.should then heconic more .specific: for ex.ample. the numb* r of v.o.mcn 
of a .specified age group h.iving two or more children watehing teles cion. 
Tlie issue hecomes one of rrhtivc size of an .atidience comprised of pir- 
ticular and sps cifie fvpcs of consuuvr.s, wh.o in this ease would Ih-, h t us 
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saj "adult females imder 40 family of four ineinb»T? or -aortT 
Again, the central t} ought w that profit is not the nece^san cnienoa 
when the marketing altematnes haie identical costs. One must knem only 
ivhirfi ahematne is better or best in tenns of the stated entmoa. It is 
not esen necessaiy to know Iiow much better one altanatise is than 
another, although tlus type of information is usually a\-ailable as a reyJt 
of the restarch providing the data 

In the discussion m Chapter 5 of the great number of marketing al- 
tematnes for a specific decision, it was pointed out that altematnts 
facing media buyers in advertising agencies sometim**! exist in the thou 
sands from which number one and only one decision will emerge. The 
data from vanous media become ll e input for the computer, and the com- 
binations possible wath a rclativclv small numb^ of media mrltiply co» 
mously The computer programmer arranges the data for analvtuil p*-r 
poses and, on the basis of stletled criteria (for examplf- circulation, 
readership response to advertisements numljcr of subsciiliers with se- 
lected characteristics ) emcrgc*5 with a combmabon of publications or 
broadcast media However cnen thou^i ll'ousands of altemativc's are 
present, the final selection of lie most fruitful combination is on an 
idcntical-cost basis The advcTfismg budget is a stated amount Begarf 
less of which combination is selected, the cost to die advertiser is the 
same To repeat It is not necessary to know how much K-tter {la tenns 
of the selecttd criterion) one winhmauon is llian the others In rdentjcaJ 
cost decisions the Ix-st criterion is the one which Ic-ads to data eslabhh 
mg die most profitable marketing alternative— in nonprofit terms at die 
lowest research cost 

One more example Let us assume that a regional grocery manu- 
fa'turer lias developed a mnv tvpe of packaged food product. The de- 
cision has already liten made to market die product, but several pnxluci 
refinement decisions liave not been made final One of these is wl ether to 
make the food product widi Formula X or Formula T TJie cost of each 
formula is identical. Tlie issue dius is WTiidi of the two formulas is pre- 
ferred bv the consumc'T® At the outset it migl t appear diat th" most serm 
ble criterion is tiated preferences among housewives This product class 
however reaches only 10 percent of all households a figure which makes 
It unwise to include "all fiouscJioJds’* tn die enfenon. TTie deasion mak 
ers might insist and for good reasons litai tiie cciU-nonhe slated preferences 
among female heads of households who have purdiased this product class 
dunng the past, let us say, si* months- A rc^ement, if difiertmces cou^d 
be antiapated would be staled preferencc-s among ihov who had 
sictfcl ed brands dunng die past 10 to 12 months Presumably the switch 
mg group continues to be more prone to diange than die nonswilchog 
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group: and if its preferences differ from those of the loyal group, the for- 
mula or product design .should then be aimed at the more critical group. 
Tin's furnishes a criterion more refined than overall consumer preferences. 

Even though profit measurements arc not appropriate criteria for 
decisions of this U'pe, it is cs'ential that the decision makers and the mar- 
keting rc.scarclicrs agree on the criteria to be used as a basis for selecting 
one course of action over others. It is wasteful and cerlaitily disconcerting 
for the marketing research director or analyst to design a study aimed at 
providing total audience data only to discover during a presentation of 
the data to the decision makers that the total audience concept is not ac- 
ceptable — for one reason or another. Instead, several of the decision mak- 
ers assert, the crilcTion should base been based upon the conexpt of "those 
who had switched brands during the p.ast fsvo years.” This criterion, of 
course, would have called for a completely different (and more costly) re- 
search approach. Tlie need for complete understanding on the part of 
decision makers regarding what constitutes criteria and relevant data can- 
not be stressed too .stronglv — ecen in areas such .as identical-cost decisions 
where criteria arc most easily met. 

Divcrsc-cosi decisions. Decisions with diverse costs means that the exe- 
cution of one marketing altcniativc v.ili cost more tlian that of another 
alternative. A prod net- formula example will aid in clarifienlion. Tlie 
marketing environment centers about a competitor who is introducing a 
product info Company .V’s field. Asailablc sales data reveal that the 
"intruding" product is capturing a sufTicient share of the market to justify 
counteraction on Company .Vs part. Company .Vs cleeisioii choice is 
whether to market Product A or Product /> — both of which have been 
developed bv the research and development division of Company .V. The 
materials and processing costs for Product A are two cents more per unit 
tlian for Product B. It is apparent that if Company X markets Product A, 
it will'liavo to increase tot.a! sales for Product A over B to the point where 
the higher cost of .A will be more than met. .At the present time the .al- 
ternative of iiicre-asing the price for Product .A has not been posed, al- 
tlioiigh it has been ducussed. TIic imimdiate rjiasUon i^ which product, 
with costing t'so cents more- per unit ih.an B, will he the more profit- 
able — assuming the same si-lting price for l>oth. 

.As Exliibit 35 .sliow.s. the profit contrilnition of Proiluct .A with a .sell- 
ing pricx' of -i t cents per unit is 25 cents compan d to B\ .30 cents. Given 
the fieiircs .showm in the exhibit. Product .A would be iniroduted, since 
there "is sufficient assurance that its sales will be 5 perc-ent iiigiK-r than 
those n{ Product B. If Product .A could not aehi'-ve that sales edge over 
Product B. then the latter product would introsluc'ul. Tlie basis upaii 
svhich these sales have b<en predicted is, of course, not the issue at this 
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EXHIBIT 35 

Comparative Sales as Criterion When 
Controllable Costs in Product Are Diverse 



PnJuct 

Product 


A 

B 

Selling Price 

10.44 

$0.44 

Cost of Product 

0.16 

0.14 

Contribution to Profit 

0.28 

0.30 


Decision Criterion' Sales Margin of 
8®» or ifore 
of A over B 

point Ho\ve\er, a prediction must be attempted, and so it is forecast that 
tJie sales of one fonnula will be a certim percentage higher than those of 
the other m Mew of the diverse product costs 

In the di\erse*cost decision (he pnncipal concern is how much better 
one marketing alternative is than another Wlien alternatives have dis 
Similar costs, the marketing man must be able to develop a decision cn 
tenon which will toll him how much belter one alternative is In the ev 
ample under consideration, the diverse marketing costs are attributable 
to the product ingredients However, diverse costs can take many forms 
Most often they constitute vvliat arc termed controUed marketing costs 
In many instances profits can be increased by boosting these controllable 
marketing costs Increased selling effort, additional advertising, wider 
geographic distribution, and a more expensive package are examples of 
controllable costs which, when increased, can enhance profits — without 
increases m selling pnee The simple rationale supporting an increase in 
controllable costs is that the additional revenue from greater sales will 
more than compensate for the higher costs 

Many advertising mungexs and advertising agencies urge enlarged 
advertising appropriations, contending that resultant safes increases vvilT 
offset the higher advertising costs Many agencies point with pnde to in- 
creased billings through the jears for specific clients and their products 
If this trend is to be justified economicaH), the revenue from sales must 
increase at a rate faster than the advertising costs The decision to add 
two salesmen as a result of splitting two or three sales temtones is an 
other obMOUs controllable marketing cost A more expensive contamer 
opening, such as a pull top beer cap, must justify itself in sufficient addi 
tional sales revenue to more than compensate for the increased costs 
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When marketing alternatives which embrace diverse, controllable 
marketing or product costs are encountered, it is desirable to select profit 
criteria wliich ssill be reP.ectcd in sales figures. Tlie marketer sboukl be 
able to predict the sale.*; resulting from s-arvirig lescls of the p.arfictilar 
variable under consideration — two or tliree or four levels of advertising 
effort, a package which is more c.xpcnsivc llian another, or an increase 
in Uie number of salesmen. Wdiile proSt is the ultimate criterion, the 
unknossm here is revenue. Because revenue is a function of vsnit s.ili^ 
and price, the relevant data sought are sales. Again, we arc not con- 
cerned at this point witli how to obtain this information. Hie role of mar- 
keting rescarcl) in providing actionable data will be covered in .subsequent 
chapters. At this point it is important to make certain that the criteria and 
associated relevant information arc set in meaningful and feasible* ways so 
that the ultimate decision can he truly made on tlic basis of the data — 
with minimum c.vccutivc judgment ncccssarv' at the final stage of the 
decision making process. 

Exhibit 36 illustrates two alternative ad%*crtising levels: $-30,000 and 
$100,000. Before a final decision is made in favor of either alternative, the 
sales wliich would result from one advertising cx])enditurf versus the 
other should he predicted. Tliis, it must be remembered, is done prior to 
making the decision. Tlie estimated number of units to be sold under one 
advertising cost versus anoUicr is the relevant information vvliicb will con- 
tribute to tlie criterion, which in this case is profits. In Exliibit 36, be- 
cause the number of units to be sold is the unlmowTi, unit s.vlcs Ls the 


EXHIBIT 36 

Profit as the Criterion and Sales as the Relevant Data 
^HE. v Diverse Costs Are Controllable Advertising Levels 



A A cr.' 

istnr 


JJO.tOO 

HO'j.r-OJ 

Unit Selling Price 

Unit S.a3e.s Predicted 

Gross Revenue 

SOd 

1,030,000 
$ 300,000 

30d 

1,500,030 
S 450.003 

Variable Unit Product Cost 

Torn! Product Cost 

iOd 

$ 100,000 

S I55.00a 

Less: Fixed Costs 

Diverse Advcrti.sing Costs 

$ 200.000 
$ 100.030 

S 50.000 

S 315,000 
$ 100,000 
S iGo.rxso 

Profits 

S 50,0-30 

S 115,033 
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relevant information to be sought. The illustration is simple, but it is 
quite realistic in terms of the method of decidmg which advertising level 
IS to be employed 

In view of the presumably satisfactory return from Ihe addition of 
$50,000 to the advertising funds, the marlcetmg manager may wonder 
what would happen to sales if the addihon to the advertising budget 
were tripled — that is, raised from $50,000 to $150,000 It may even be 
argued that if doubling the effort proves to be such an eflicient use of 
funds, why slop at tnplmg? Why not quadruple the present $50,000 ef- 
fort or multiply it by ten? This is a sound line of reasoning whiidi re- 
turns us to our final statement of alternatives The marketmg man 
ager could start with $50,000 in advertising funds and in increments of 
$50,000 mcrease the advertising budget to, say, $500,000 The result 
would be ten alternative advertising levels For researdi purposes, with 
some element of feasibility entering into the measurement effort, probably 
four different advertising levels would be tested to determine the profit- 
ability of each Exhibit 37, although it oversimplifies the concept of mar 
ginal revenue, shows the relationship between advertismg level and total 
profits produced Although many textbooks contain sweepmg curves il 
lustrating incremental profits, the problems of developing cntena for mea 
sunng this type of profit maximization are seldom discussed— if at all 
Exhibit 37 poses ten advertising levels and illustrates the resultant in 
cremental profits In this particular case the mcremental revenue is the 
average increased revenue arising from each new advertising level The 
incremental cost is the advertising cost required to effect the incremental 
revenue Although the concept is simple enough, the mam problem re 
latcd to its employment is agreeing on the cntena that have a sufficient 
degree of feasibility to permit meaningful measurements However, mea 
surement techniques are improving and, as will be discussed m subse 
quent chapters, progress in this area is encouragmg 

Fncmg decisions It will be recalled that, when the cost of imple- 
menting altirnatives is the same, anj simple cntenon which demonstrates 
that one decision choice is belter than another suffices WTien the 
kehng alternatives liive dissiimlar or diverse costs, it is desirable to ase 
a cntenon which m one way or another enables the decision maker to 
predict revenue The reason for this is that the cost of taking one action 
would be greakr than the cost of taking another The axiom revenue 
minus costs equals profits must be kept firmly m mind 

Another type of decision embraces the pnee variable \Vhen pnee is 
viewed as a marketing vanabJe, the alternatives facing the marketer are 
the vanous pnees that he might charge for his product The traditional 
concept of demand and supply is discussed m many textbooks m the field 
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of econoinics. Relating to the cost structure on the supplv side arc stich 
terms as fixed cost, s’ariable cost,*" “average cost,” and “marginal cost.” 
Marginal cost describes the change in total cost resulting from tlic production 
of one additional unit. Let tis give a simple illustration. If 2-1 units can be 
produced for $50 and 25 units for $51, tlien the marginal cost is $1. Thus 
tlic as’crage-per-unit cost applies to all units, hut the increased cost of 
producing the one additional unit constitutes the marginal cost. 

Marginal revenue, at the same time, can he described as the change in 
total revenue resulting from llie sale of one extra unit. If seems unlikely 
that the marketer would set a price which would result in the additional 
units being sold for less than the marginal cost. The pricing polics' should 


EXHIBIT 37 

Profits Produced by Te.v 
Differe.vt Advertising Levels* 



"Tf’: vractksl ts-Arcisn u Ulrly tVs? rrlv jli r **3 % J, I*, rest i''* 
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dictate that the marketer produces the number of umts which results m 
marginal cost being equal to marginal revenue The allemabve selling 
pnces would then be determined by consumer demand The cntenon to be 
selected must be one which refieels consumer willingness to buy at Price 
A versus Pnce B versus Price C, and this constitutes profits Sales results 
will be the relevant information because they are a reflection of consumer 
demand or consumer willingness to buy This concept of price detennma 
tion through the demand curve deliberately ignores the simple cost plus 
approach ^Vhen price is a function solely of cost, it is usually evidence that 
a nonmarkebng oriented accounting department dominates pricing poLcy 
Cost obviously cannot be ignored, but the most profitable price is a func- 
tion of the consumer demand (sales level) to be achieved at the \anous 
pnces under consideration 

The most profitable price is not always the highest pnce Lower pnces 
offer the possibility of market eiqiansion, which, in turn, may maxmuze 
profits Cost plus pricing, which tends to ignore the sales revenue profit 
cntena, sometimes results in exorbitantly high pnces which lead to product 
or brand extinction A more realistic pncing policy, emplo) mg sales data 
as the relevant information could, in many instances, have saved a prod 
uct or brand In summary,* when pnce is a marketmg vanable (or alter 
native), the relevant information must lead to a quantification of total 
revenue (sales times pnce vanables) k\ith a fix on sales, it is possible to 
determine the most efficient allocation of the marketing mix, including 
pncing While the required research effort is complex and requires care- 
ful control, It IS possible to predict the relative profitability of a specific 
advertising level versus a pnce reduction versus a product change Even 
when sales level under certain circumstances constitutes the cntenon, the 
ultimate goal is to determine how much better one alternative is than the 
others Making this determination requires the measurement of consumer 
demand (sales) under knowm marketmg situabous 

A reahstic pricing policy must be based on well formulated objec- 
tives In 1958 the Brookings Institution conducted a subsequently well- 
publicized study® of the pncing objectives of 20 large American com 
pames summary,-^ rtie ibor ofijecOrver i^rccmf sigrm&am' irj’ fib? ntud/ 
are 

1 Pricing to gam target return on investment This phrase de- 
scribes a pnce designed to yield a predetermined average re- 
turn on capital employed for specific products, product 
groups, and divisions New products have been particularly 
smgled out for target return pricmg by most companies 
Firms such as Du Pont, Union Carbide, Alcoa, Intemifional 
Harvester, and General Foods often employ one or tlie other 
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of hvo pricing strategics: (a) A relatively high-priced policy 
may be adopted witli planned step-dowm rates for “shim- 
ming tlie marhet by exploiting the inelasticity of demand in 
different markets, (b) A relatively low or “penetration” price 
poh'cy may be adopted to develop mass markets quickly in 
anticipation of a rapid expansion of the market and higher 
returns later. 

2. Pricing to stabilize prices and outputs. TliLs objective is bxsed 
upon a firm’s desire to set prices at a level sufficient to yield 
adequate returns during periods of recession. Tlic price level is 
not raised as high as llie traffic ssnl! bear in periods of prosperity. 
The company’s actions rule out any attempt to exploit a situation 
by raising prices beyond reasonable limits of "cost plus." 

3. Pricing to realize a target market share. Broad company 
strategy frequently dictates a decision by a specific firm to 
increase or decrease its market share. General Electric, for 
example, has stated that its products rartdy have more than 
2-5 percent of any given market and that it is company policy 
that its products not e.xceed a 50 percent share because it 
would then become too Milncrablc to competition. Johns 
Mansillc, to cite anoUicr example, has stated that its policy 
is to strive for a maximum of 20 percent of competitive mar- 
kets for those building materials in its line which arc not price 
leaders. 

4. Pricing to meet or match competition. Tliis objective arises 
from managerial fear of losing c'ompctilivc status or of vio- 
lating tlie antitrust laws concerning price discrimination. 

In all pricing by individual firms, the basic criterion holds: ma.ximixa- 
tion of expected long-run profits. 'Tins 'fundamental criterion frequently 
leads to the selection of otlier criteria, as illustrated by the four pricing 
objectives found significant by tlie Brookings Institution study. But sale is 
the common denominator throughout. If a firm plans to adopt the "skim 
the market" poh'cj', it first poses several alternative skimming levels. Sales 
arc predicted, witli or without llic aid of marketing rcjscarch, for eacli of 
the lev’cls; and the decision follovvs. On Uie other hand, if share of market 
is a contributing consideration in a particular pricing poh'cy, sales must he 
established for tlic company and competing firms. The criterion, then, is 
sales by company within industry. Sales tlius Irecomcs the criterion as well 
as the rekwant information. 

Edward A. ide has clearly portrayed the role of sales predictions in 
pricing decisions. "Price, perhaps more than any other economic variahle, 
lies at tlie heart of economic theory and the management of business 
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enterpnse . . Price has its impact on profit through its impact on 
sales Exhibit 38 shows the brealceven pomt for three different pnce 
levels The purpose of the chart is to illustrate the sales response to each 
of the levels The middle Ime portrays sales at the existing pnce level 
When the price is increased, the brealceven pomt moves to the left \Vhen 
a lower pnce level is introduced, it moves — as the exhibit shows — to the 
nght The profit or loss is the distance behveen the sales line and bie ex 
pense hne The criterion is profits, but the relevant informabon is the umt 
sales from which revenue and ultimately profits will be computed 

Exhibit 39 graphically portrays the profitability of a pnce decrease The 
profit produced by the pnce reduction is shown by Line Segment SiEj 


EXHIBIT 38 

Breakeven Point for TIiree Price Levels 


[Source Edward A.Ide, *'Haw to Use Marketing Analysis in Price Determioatioa,” 
in a speech delivered to the 39th National Coofeteoce of the American 
Marketing Assoeiatioa (Jane 199?) ] 
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EXHIBIT 59 

A Profitable Price Decrease 

[Soufcet Edward A. Ide, ''How to Use Martetinp Analysis in Price Deterninatton,’* 
in a speech delivered to the 59tlj Annual Conference of the American 
Marketing Association (June 1957).] 



— whicli is about 40 percent greater than Segment S„E„, Tire sales volume 
increases from Q„ to Q, as nccessars' to produce the slightly increased profit. 
The relevant information is a prediction of sales between Q, and (),. If 
this segment represents 250,000 units, that is the figure from which dollar 
sales and ultimately profits will be computed. 

When the marketing manager is not particularly proficient in account- 
ing practices, he should introduce the accounting deparlmenl to the con- 
cept of predicting profits through a determination of sales in advance of 
decision making. As everyone knows, profit is tlie stibjcct of many dfb.ates 
in economic and accounting circles. Went?, b.as pf)intrd out that profit con- 
tribution is sometimes more relevant th.an profit in price deftrnuna- 



186 


DECISION CHOICE 


tion Profit contribuhon is computed by deductmg mcrementBl costs m 
curred m producing a product umt from the appropriate net selling 
price The illustration in Exhibit 40 pertains to the handling of the in 
cremental costs Wentz defines mcremental costs as “those costs which will 
change with the selecbon of one alternative from among two or more In 
this case [the illustrabon in Exhibit 40], smce the altemabve of not reduc- 
ing the price to meet compebtioo would have undoubtedly resulted in 
lower unit sales, the incremental costs were those which would have been 
saved by not producmg the umt of product” Wentz then conbnues 

The profit contnbution measures the contnbubon of a unit of product to 
nonincremental costs and the profit of the finn Profit contnbubon, rather 

EXHIBIT 40 

Prices, Costs, and Profit Contributions 

[Source Theodore E. Wentz, "Realism m Pricing Analyses," Journal of Marketing 
XXX (April 1966). p 20 ] 


Year I Year 2 TearJ 


Price 

S2 340 

$1,440 

$1,440 

Less Incremeneal Costs 
Material 

Labor 

Total 

11.454 

.120 

11.554 

$1,110 

.111 

$1,221 

$ .858 
.138 
$ .996 

Pcofit Contdbution 

$ .786 

$ .219 

$ .444 

Less Full Allocated Manu- 
facturing Overhead 

.135 

.147 

.283 

Gross Profit* 

$ .651 

$ .072 

7Ti56 

Profit Contribution/Price 

34!5 

15» 

3ir. 

Ch'oss Profit*/Pxjce 

28^5 

5f! 

ns 



Totals 


Sales in Units 

323,000 

875,000 

750,000 

Profit Contribution 

S253.900 

$191,600 

$353,000 

Gross Profit 

$210,300 

$ 63,000 

$117,000 


• Cross profit is ibe difference between the wholesale price and all direct and rndireci aaoo- 
facmms costs This is ihe same def nition employed in the company s pricios formula 
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than gross profit, is the relevant measure for r\alii *ing tlic profit roasp- 
qucnces of venous pricing alternatives Since noninc'fmcntnl cost* will 
not change no matter which altcrrmtive is sclecitcl, tlK- resulting proPt- 
ability of the product cannot be affected b\ them Allocation of noem- 
cremcntal costs morel) distorts the measure" by making them seem v.-* li- 
able, and mav lead to erroneous decisions 

It is interesting to reflect on the figures in [the c’lulnt], which reveal tliat tlu' 
percentage of profit contribution declined considerably from Year 1 to 
Year 2 and then rebounded during ^ear 3 The cause of this improve- 
ment was the decrease in incremental costs Thus it becomes clear tint 
profits could not be maintained b) using a lived mirlup on costs. Tins 
reaffirms tlic fact that in such instances price should not be determined 
by product costs Instead, product costs should function "only as a base 
point from which management can determine the profit consequences of 
various pricing alternatives.”''* 

The yardstick of piofit contribution is not important to the marl cling 
man bcc-ause of the accounting concepts whicli it embraces, it is significant 
to him because of Ibe cvlent to wbitb it influences the selection of the rele- 
vant information which will contribute to the criterion for tlic pnemg de- 
cision. It illustrates yet again (hat the accountant and the marketing nnn 
should join forces in many instances when criteria for pricing decisons are 
under consideration. 

Anterior versus posterior decisions The selection of Uic most appro- 
priate decision criterion is frequently influenced h) wlictlicr the data to he 
uncovered are to contribute to a decision not )ct made or to one alrc.!d) 
made which might he altered. To introduce a new product is certamh .m 
anterior decision. No hindsight can be emplovcd — pr.or to introduction 
To withdraw the product after a year on the market is a postenor de- 
cision. Posterior decisions arc numerous and result from review of pist 
decisions. Tlic marketing audit frequently leads to a wide variety of pos- 
terior decisions, such as, for example, determining whether an incrc.isc in 
tlic advertising budget of a year ago should be continued at the same Icvf'k 
increased again or dccrcMsed. 

The criteria for anterior and posterior decisions sometimes differ L< t 
us look at an adv'crtising appropriation cvampic A star ago the dtci'-'on 
was made to increase tlic advertising appropriation from $I million lo 
$1 o million. This increase was made judgmcntally, without the .iid of anv 
marketing research studies Today, approvimately .i )cnr later, the m 'rift- 
ing manager wishes to dctcnnine whether last ) car's oO percent adverlMi c 
increase was llie correct move. Tlic trilenon is not likiU to he fo'" 

the Simple reason that many contaminalmg marketing vanihlfi vt-'t 
operative during tlie past vear. The marketing tilorls of a tomp' tito'^, » 
tliaiige m the coimlrv’s economic climate, and the miroduction of a coat- 
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petitive product by a second competitor are typical of the conditions that 
ma) vitiate any attempt to view profits as the criterion Cost reduction pro- 
grams and distribution efficiencies within the firm also could have affected 
the profit level profoundly The marketing manager might prefer to select 
sales as the criterion, contending that the improvement was due to the in- 
creased advertising effort However, any one or more of the external un 
controllable variables could have had a greater impact on sales than the 
increased advertising, precluding a precise measurement of the relation 
ship between advertising expenditures and sales ( and profits ) 

For these reasons, then, the marketing director may find It necessaiy 
to adopt a criterion less reliable than profits For example, he may be 
forced to rely on the “proportion of new customers admitting that ad\er 
tising caused them to try the product " This criterion would not perfectly 
reflect the profits generated by advertising, but it might be related It is in 
fact, often necessary to seek nonprofit oriented criteria in posterior deci 
sion choices — even though they be of the diverse cost t)pe {like the pos 
tenor advertising decision) 

The anterior decision aoes not rely on histoncal information, regard 
less of whether it be accounting data or consumer research data Any deci 
Sion entenon must stem from information specifically aimed at predicting 
the outcome of the decision Without discussing research design at this 
point, suffice U to say llial experiments can sometimes be set up in which 
the marketing variable (for example, advertising weight) is tested in 
terms of sales and ultimately profits 


The Reasoning Process and Deosion Ciuteria 

For many years scholars m the field of marketing have bandied about 
a variety of contentions on marketing for instance, that marketing is a 
science, that it has no centra! theoretical core, that it is an art, and that it 
forms an independent discipline However, attaching the identifying label 
Jx> ToarVptny AS much .less inyxirtaDt tlvan making certain that marketers 
accumulate a useful body of knowledge and draw on other disciplines 
that can make a significant contribution to the field Marketing can be 
termed a discipline — one with a high degree of mtcrdisciplination Al 
though marketing's borrowings from psvciiology, sociology, and statistics 
have been numerous, the analytical discipline of logic also has been and is 
highly important to marketers Logic is an unambiguous language It com 
prises the rules that thinking must impose upon itself in order to be effee 
tive By and large, logic provides i capacity for distinguishing trutli from 
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error when fads or fachial data are established. It is the science of proof, 
Tlie logical man insists that if you claim you have proved a point — about 
anything at all — tlicn your proof should be scnitini?cd in terms of the 
adequacy of your eddcncc. Logic shows how to make this scrutiny.’^ 

One of the important elements of logic is reasoning,, the m.aking of in- 
ferences. To reason is to take one statement as a reason for another. Tims 
two statements are necessary if one is to engage in reasoning. The follow- 
ing two sentences involve both the reasoning process and statistical infer- 
ence. Eighty percent of our sample own automobiles. Tliercforc. SO pcrc'ent 
of the population own automobiles. 

Marketing problems {and all problems, for that matter) may be ap- 
proaehed by either tlie inductive or the deductive method. Induction 
means that one examines certain eases and then “general i?cs’‘ from these 
particular examples. The two sentences regarding automobile ownership 
arc an example of induction. Actually, induction frequently invob'cs the 
“inductive leap.” Tins is a generalization that goes beyond the obserx'atinn. 
Tlic generalization itself may or may not be true, despite the fact that the 
cases or obserx-ations or data on which it is based are true. Although, for 
example, 80 percent of our sample own automobiles, it docs not follow 
that precisely SO percent of the entire population own automobiles. This, 
however, docs not mean that the conclusion has no value. To the contrary, 
marketing research, which deals in "probable truths." ran dctenninc 
within reasonable limits the extent to wlu'ch this SO-prrcx.'ut-owmership fig- 
ure deviates from the actual situation. Inductive .argument plays a strong 
role in marketing. Its principal virtue is its realism. It is operational. 

Deduction embraces the development of the logical consequences of 
what is known or assumed to be fnie. In the deductive argument, if fl'.e 
reason is tnic, the conclusion necessarily follows. If we accept the reason 
given, then we must believe and accept the conclusion. With induction, 
(here is no such necessity; even though the reason is (rue. the conclusion 
can be false. It is important to remember th.it “in both kinds of argument 
a reason is presented and a conclusion is proposed. Tlie difference lies in 
the connection between the reason and the conclusion. Whether an argu- 
ment is deductive or inductive will often be indicated by the way its con- 
clusion is introduced. NVe tn.ay urite . . it is certain (hat it c.m- 

not be denied that . . . it follou's incx'itably th.at. . . .' .Such clauses 

usuallv mark an argument a.s deductive; in any case, tlicy ought to be re- 
sened for deducti\-e arguments. Or «e m,iy write. ‘. . . it seems re.isonable 
to suppose wliich (ends to establivli . . . . xvhich goes to 

shosv . . These phrase.s suggest the use of the inductive. 

both inductive .and deductive re.avoning processes .arc cmplnyetl in 
marketing. Both mcthod.s can be used in developing conclusions from d.at.i. 
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For the most part however, markchng hypotheses are developed deduc- 
tively, when cjiiantitalivc data are available, statistics are employed to 
permit an inductive test to be made of the hypothesis Although the mar- 
keter need not be trained m philosophy, it is desirable tlial he understand 
the syllogism and the reasoning process Those who have received training 
m elementary logic will easily lecall this 2,000 year old syllogism All men 
are mortal Socrates is a man Therefore, Socrates is mortal 

These statements constitute a formal argument and represent one type 
of syllogism, frequently referred to as the Aristotelian type because Aristotle 
vv ns the first logician to arrange an argument mto syllogistic form This type 
of syllogism contams three propositions the major premise, the mmor prem 
ise, and the conclusion If one accepts both of the premises, the con 
elusion logically follows and is unassailable 

Here is an illustration of this type of syllogism as it would be employed 
m marketing 

Major premise Twenty percent of a million housewives saw Com 
pany A’s advertisement 

Minor premise Two hundred thousand housewives equal 20 per 
cent of a million housewives 

Conclusion Two hundred thousand housewives siw Company 
A’s advertisement 

This syllogism is unnecessarily confusing — ploddmg and awkward If 
nothing else, it demonstrates why the syllogism as a technique is frequently 
judged to be outdated and not relevant to modem science Some scholars 
m various business related disciplines refer to syllogistic reasoning as the 
‘science of antiquity’ an almost totally devastating blow However, the 
artificial sound of the syllogism is perhaps deliberate in that it does aid in 
examining the clanty of ones thinking The logician views the syllogism 
as a form used in the reasoning process, not as a model to be imitated 
When the marketer employs a type of syllogism more workable than 
the Anstotelian syllogism, called the ‘Tiypothetical’ or “condifionaT syl- 
Inig.sm-, bn. dcixves. fgeairx benefit The. cnnditional syllogism sim 

ply embraces the "syllogistic pattern and is called a syllogism only be 
cause of its obvious resemblance to a Ime syllogism It forms a conditional 
argument ’The first premise is a conditional statement, and the second is 
the conclusion This is frequently called the ‘ if , then ” approach It 
is termed "h)’potbeticar because the phrase or premise following the “iF 
is hypothetical 

Hypothetical syllogisms have two parts the antecedent and the conse 
quent The antecedent is the first part of the total statement, between the 
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“T and the "ibcn.” Tlic part of the .■.fatcmcnt follou in" l!ie “tlirn" is the 
consequent. As an cxerchc, let us rcc.-ist IJk' prc\’!Ous cviiupk- of an Aris- 
totelian type of syllogism into the fomi of n Inpothctical svl!o"iJtn. Tlie 
result is; 

If 20 percent of a milb'on liotiscsvivct saw Companv A’s advertisement, 
then 200,000 housewives liavc been exposed to Co.mp.inv A’s advertisii!" 
message; 200,000 saw the advertisement. 

The argument is valid when the second premise cither affirms the an- 
tecedent or denies the consequent. In the present example, the second 
premise states that 200,000 housewives saw Comp.iny A’s advertiscme.'it. 
This aflinns tlie antecedent, that 20 percent of a million housewives saw 
Company A’s advertisement, because 200,000 constitutes 20 percent of a 
million. Let us adapt this same example .so that the second premise denies 
the anlec-edent. The second premise now holds that onlv 150.000 house- 
wives saw Company -A’s advertisement. In lliis case, Company A’s ad- 
vertisement was not e.xposed to 20 percent of a million hoTiscwives be- 
cause 150,000 docs not constitute 20 percent of a million. Tlic antecedent 
has been denied. 

'Tliis type of conditional statement is especially helpful in developing 
meaningful criteria for decisions. Often, even tiiough the marketing .d- 
temalivcs arc well fonnulated, marketing n'seareliers plunge into the cxit- 
Icction of data witlioul fir.sl having delennined the h.isis on which one of 
the alternatives would he selected. This happens hecanse it is much e.isier 
to l.dk in Icnns of isolated and miscellaneous data than it is to relate the 
.■inticipafed information to the-alfenratise decisions under consideration. 
"Let us find out uhy consunu’rs are not buying our product” is a common 
statement among unsophisticated marketers. Tliey continue: "If xve learn 
wliy people arc not buying our product, xve can then take appropriate 
action.” Such a vague assignment xirtu.dly defies the gathering of mean- 
ingful data. It is much belter to gather inforn'.alion of this typ" in order 
to aid in the dexelopmerit of aUernalixe courses of action. Once th.st li.ss 
been accomplished, it is essenti.d tliat complete understanding reg.irding 
the data whicli xvonld cause one particul.sr action to he taken in preferent'e 
to others then follows. 

For illustration, let us assume th.al a marketing < nvironimmt invobes 
an inadecpincv in the container for a firm’s product. The decision choice*, 
arc finali/ed iu lx\ o ;iUcniatives. 

.Akcniative .\; To place the container opening t.car .1 cx-inier of 
the top. 
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Alternative B To place the container opening in the center of 
the top 

The le\els of disagreement and proRt consequences are sufficiently high to 
justify dehjing the decision and initiating the gathering of data. The cn 
tenon \m 11 be consumer preference because this problem is an idenbcal 
cost dt cision and does not require precise sales mfonnabon. The decision 
«ill depend on uhjch of the two container openmgs the consumer prefen 
Simply stated the decision criterion is 

If Alternative A is preferred to B a majonty of present and former 

consumers then Alternative A will be selected. 

In other words the container opening will be placed near a corner of the 
top of the carton (Alternative A) However, if present and former users 
prefer the center opening (Alternative B), then the contamer opening will 
be placed m the center of the top The entena appear as eondihona! 
statements The) contain tiie “if , then * phrases The hypothetical 
syllogism has aided in determining the basis on which the decision would 
be made First it has established that if one opening is preferred to the 
other, the preferred one will be selected Second, it has established that 
consumer stated preference wdl be relied on as the relevant information 
m determining the preferred opening (it is in this instance, also the cn 
tenon) The syllogism ilso has told the researcher the nature of the popu 
lation from whom the data wall be gathered and it will influence the design 
of the marketing research study 

In most mirketing decisions the alternative courses of action are not 
so easily determined Let us examine for illustration, a case involving a 
new building nntcrnl The material is a recently developed type of m 
sulation board for residential construction A competitor, Company B, has 
already introduced tins product and achieved wide distnbuhorL The de 
cision is w'hcther Company A should produce and market an identical or 
similar product Nonnally the entenon for decision would be the profits 
jejoiUiq^ Jfrnni the juvcolier nf board feet Coiqoatjy A could sell dunnji a 
specified period of time To estimate the profits the sales — the relevant 
mformation — must be predicted The competitors sales, it is thought, 
would be an excellent source of information However, Company As mar 
ketmg research director points out that no feasible research method enste 
for obtaimng an accurate sales report on Company B s msulation board — 
Within the sensible cost limits allocated to the study As a result the cnle 
non is modified to discovenng the attitudes of buildmg matenal dealen 
toward Company A's projected compehbve product The decision makers 
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and the marketing researchers agree that a satisfactore basis for makint: 
the decision would be a favorable opinion of tlieir n-’w product by tli- 
dealers who would actually sell it to consumers. TIjus tlicy agree upon 
"dealer attitudes" as the criterion. 

Tlie study was conducted, and it \sas discovered that -50 percent of die 
dealers had a favorable reaction toward Compinv A’s prodne!, ssitli the 
rc.st either neutral or negative. This re':ult left the management of Com- 
pany A far from a final decision. Mannznnrnt hnd {ailed to state in cui- 
vance and agree upon the level of favorahlr dealer nttiluile uliich ucidd 
cause it to market the compclitice product. If it hnd Hrst agreed upon the 
criterion — in the form of the conditional statement — no executive judgment 
would have been nccessar)' after the data had been gatiiered and pre- 
sented. Tlie hypothetical statement might has-e been: 


If 30 percent or more of the dralcrs h.mdluig Company B’s item .'•ei't 
favorably to our {Company .-Vs) c'ompetitive bmiJing ma!en.al, then c 
will proceed to market our product. 


In this case, as already stated, the d.ita revealed that dO percent of tb" 
dealers reacted favorably toward Company A's prorluct. Thus, witli the 
antecedent found to be true, Company A went into production and mar- 
keted its new product. 

As .stated many times, the purpo'^c of g.ifbernig d.il.i is to rcduc'' llie 
uncertainty among the decision makeis. Tin*, unrerl.iinty is stated m tli>' 
antecedent of the cunditiom! statement: "If 30 percent nr more of the dc.d- 
ers . . represents the unca'rtaitity in the preceding c'c.unple. Tim research 
result — that 40 percent of liic de.iiers reacted f.u nr.ahiy — is an ohirrved 
fact, based on data. It removed, or .it Ica^f redured, the uncertainty, flic 
action that follows is the decision th.il it was agreed would result from the 
afRnnaiion of the .antecedent. 
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of each building matenal dealer included in the sample — who would likely 
possess information of greater reliability than lesser officials within each 
firm — was not always the person mterviewed This impossibility of inter 
viewing the chief executive in each case may have detracted from the reh 
ability of the findings However in instances where the top executive was 
unavailable the interviewer was mstructed to talk to a person who was in a 
position to pass judgment regarding Company A s new insulation board To 
what extent these mstructions were followed was not mdicaled by the final 
report 

For the most part however the 40 percent favorable attitude level re 
vealed by the study seemed to be sufficiently reliable for the makmg of the 
decision If tlie profit consequences of a wrong decision had heen great and 
if the level of disagreement had been extremely high it is likely that more 
precise data would have been sought Instead of 10 cihes perhaps 40 or 50 
would have been used m the survey in order to obtain a more “representa 
tive” sample Callbacks would have been mad- when the designated re 
spondents were not available for interviewing during the first call Cer 
tamly much more money would have been spent on the marketing research 
effort But this added precision would not affect the criterion A favorable 
dealer attitude of 30 percent or more was the basis on which the decision 
was to be made If tins turns out to be the case then the appropriate action 
follows Once there is understanding regarding the entenon the issue cen 
ters ibout the accuracy of the data — the extent to which uncertainty is re 
moved from the if phrase 

One of the chief advantages of employing the conditional statement as a 
part of the decision making process is that it forc-es both the decision makers 
and the data gatherers to agree on a statement of the alternatives and 
what would cause the decision makers to choose one course of action in prof 
erence to other clioices Every hypothetical syllogism must contain a 
course of action (a markeung alternative) as its consequent This is the 
conclusion — the decision The decision criterion (or the relevant data) is 
the antecedent m the if then statement Agreement js reached in 

advance of the research study regarding what would cause the selechon of 
one particular alternative This agreed basis provides a logical foundation 
for the analysis It doses the gap between the marketing alternatives and 
high powered mathematical and computer techniques The conditional 
statement aids in developing the logic which supports the particular pro 
gram for the decision under consideration It assists the marketer m over 
coming the problems of fitting data into the often simplified mathemahea! 
conditions “The application of logic has no such limitations being con 
cemed exclusively with linguistic forms No matter how complicated or m 
transigent the data suitable linguistic forms can be found to talk about it 
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clearly. Otherwise, let us be silent. Tiiat of which we cannot talk clearly is 
not )et lit data for science. . . 
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Uncertainty and expectations are the 
joys of life 

— ^William Congreve, Love for Love 


Relationship Between 
Criteria and Decision Type 


G rowing evidence indicates that the so-caujed mitmiNc concept is 
gaming gradual acceptance by industry A business generation or two 
ago the produchon department of a company decided how many units of 
a given item would be produced Today this is a TnflTJ:etjng decision Not 
many years ago the question of whether to allocate additional funds to ad 
vertismg was a decision made by the controller or other financial officer of 
the company Today this decision is considered primarily a marketing de- 
cision in abnost all companies 


Overlapping of Inteiidepaht?^4Ental Decisions 

This is not to say that a company’s finance, production, and marketing 
departments operate completely independent of each other Although their 
functions are sejiarate, decisions made within reach of these departments 
frequently relate to other areas wilhm the firm The producbon man, who 
might desire a long penod of lead time in order to mcrease eBciency, wiJ] 
consider the recommendations of the marketmg man, who m contrast might 
well want a minimum lead time ica competitive reasons The desire to de 
velop a consumer franchise before competition reacts to a new product or 
the need to achieve distribution before the release of advertismg and mer 
chandismg matenals, might necessitate immediate production despite the 
higher production costs Siat it involies Corporate profit, because it is af- 
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fected by the timing of the introduction of a product, Ix'comcs a joint 
decision by tJie marketing and production departments. 

This -decision, however, cannot be made without the aid of the firm's 
finance department. Whether (o produce die new product is in a real sen.se 
a marketing decision, but the company must neofssarily sa'ew the ncs',' prod* 
nets introduction in terms of aitemative uses of corporate funds. Cotd.d 
the company use tfiese funds more profitably in otlicr ways? Answering 
this question requires data which the finance department is in a position to 
provide. Thus this department gives the final answer regarding liiis p.artic- 
ular marketing decision. 

As the power of the marketing manager grows within tlie finn, it is only 
natural that production and finance personnel tend to become increasingly 
resentful of bowing to his dictates. Viewang decisions in terms of .self-intere.st 
is a common human frailty. Tlie production c.xecutis'c, attempting to 
achieve maximum efficiency, strives to lower costs at least in part to ix>i'.ler 
his personal record. The finance executive might well view an increased 
advertising budget as a questionable derision if the advertising manager is 
unable to demonstrate the profitability of the additional funds, llts hesi- 
tancy might be subconsciously motivated by a selfish desire to rcxlucc total 
corporate cost-s and increase short-run profits so that his record appears an 
excellent one — despite the advertising m.anagcrs contention that the pro- 
jected immediate losses should be incurred in order to strengthen tlie firm's 
long-range position. This t)-pc of intracompany conflict is often ineritable, 
but among those managers who bring objectivity to their jobs, the criterion 
of corporate profits dominates. 

Ccnerally, when a marketing decision choice involves aitemative uses of 
corporate fund.s, tlie chief finance offiaT is inrited to parlicip.ifc in making 
the final decision. But, when the marketing decision concerns the use of 
funds already allocated, the financial executive nsti.ally do'w not participate. 

Whether the decision is. in fact, pr» dominantly fin.mcial or marl cling in 
nature is not the cs'ential point. .Mo^t deci‘;ion': invoh'e a joint interest. In a 
broad' sense, however, even xs-lien the altematisc iwes of th.e corj'orato 
funds under consideration involve in.arketing efforts, tin' decision s' lll \ct 
priniarilv financial, Tlie financial exectilixe should in these cases p.irtic'p it'- 
in developing the appropriate criteria. XMicn the contempkated courses of 
marketing action do not involve altem-ifive uses of corpor.at'- funds, t'nev 
should be babeled strictly m.arketiut: decisions. Ho-.se'. er, the ti-nn “nnrl't- 
ing deci.sion" is used in a bro.ad sense in this bcxik. Here it imbrases bitli 
marketing and finanev-rnarketing derisions. 

As repeatedly stated, tbe ultim.ate criterion for .all mnrlcting dtrisiorr, is 
maximiration of expected Inns-nin profits. Tin's rrni.'.iin true reg-irdless of 
tlie nature of die cledsion, whether it involves, for cxa.mple, doubUng llie 
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advertising appropriation or changing two words in the headline of an ad 
vertisement Some academicians are cntical of any nonprofit cntenon. 
Anshen* slates that “ too many organizations still appraise results m 
terms of substitute targets of sales or share of marhet in place of profits 
Some one suspects do this because management has not grasped the propo- 
sition that gams m sales and share of marhet are not always and necessanl) 
associated with gams m earnings Others do this because they have not in 
vented the analytical structure that will enable them to relate the use of 
marketing resources to profit * 

Other nonmonetary cnlena appear to be even less profit-onented than 
sales and share of market Consumer attitudes changes m consumer aware 
ness and the number of people that read a sales message all frequenll) 
form the basis for making decisions m marketing These nonmonetary meas 
uremenls however are completely appropnate for certam tj'pes of deci 
Sion choices To hold dogmaticaUij that the selectton of one marketing al 
temafive over another must be measured in terms of promts in cH instances 
ts not only unnecessary but wasteful Tli<‘ cndcal task is selecbng the ap- 
propriate crilenoa 


Monetahy Criteria 

Despite the constant repetition that “profits’* is the ultimate decision 
cntenon the word is too ambiguous for practical use “Brofits" has a multi 
plicity of meanmgs and a companj s profits can be computed in a vanety 
of ways For these reasons monetary measures other than profits are con 
sidered more desirable 

Alderson and Green list a number of desirable charactenstics that a 
monetary measure of effectiveness should possess® These charactenstics 
are 

1 Future revenues and costs Since the market planner is dealing 
with future streams of revenues and costs a method should be 
dijwd US' WihvaV jif-fianb jvltematw.iapiuiSRnf 

eammgs (or savmgs) If the alternatives consist of making a 
new investment and not making it the estimates should reflect 
how revenues and costs would be expected to change as a result 
of makmg the investment or not making it In other words the 
planner concerns himself with future (or avoidable) inflows and 
outflows He does consider such items as allocation of existing 
overhead book value existing mvestment and so on 
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2. The time pattern of future cflmtn^?. BccaiKc (fie inerlet plnn- 
ncr is usually considering affemriJivc co!ir>fs of action, (he irn- 
plemenlation of which can lead to different configurations of 
revenue and cost streams, a procedure slioulci In- capibl-' of 
dealing with different time paltcnis of eaniings and capable of 
converting these different time patterns (o sonw common basis, 

3. The opportunilij-cod principle. Associated with llie second 
characteristic is the fact that evaluation of alicmative maibeSing 
plans usually assumes the availaliiiity of ;il(('rnafi\e uses for the 
firm’s resources. A method should reflect holli (he opportunity 
cost of capital .and the time value of nionev. For e.'.ample. if an 
alternative involves a long-range progr.im in pjoduct develop- 
ment which might not begin to reah/e a profit until after five 
years, the method should rc^flect the lost opportunitv* of insest- 
ing elsewhere (in some sliort-range venture that might cant a 
return before the long-range project starts paying off). 

4. The effect of taxes. An ins'cstmcnt method should reflect the net 
impact of tax laws on earnings. For example, some items like 
plant and equipment can be c.ipitalired. The depreei.il ion .al- 
lowance represents a c.ash flowback that receives' tax credits. 
Working capital can be recovered tax-free, and items which can 
be expensed will receive KX) percent depreciation credit the 
year expended. lienee the diffcniit impact of taxes on various 
lypcxs of outlays should he incorpor.iled in the method selected. 

5. The effect of unrcrtainltj. In the actual world of decision mak- 
ing. ail future revenue and cost streams represent outcomes de- 
pendent upon which alternative stale of nature occurs. The 
method should reflect the probabilistic environment uhich the 
market planner faces. 

Few criteria possess all of these dcsir.ahlc characteristics, and \\h>'n they 
do their application to the decision under consideration is frequently dilTi- 
cult. The need for sophislicatoil data colh ction and chrbowte eompntations 
tends to discounigc flic use of near-perfict criteria, .\dsanees are b-'ing 
made, however, and witli the increasing use of computer-oriented d.it.a 
processing, criteria sticli as those de.scrilied in the following pagr-s wd! 
continue to assume greater favor. 

Ilrttim on inresrinent. The use of rctum on invesiment as a criterion for 
marketing decisions does not rnenn that the need for mnxiiiuVing stockhold- 
ers’ return has suddenly dawned on tlm marketer, Tliis paramount goal i' 
not novel in .mv are.a of Inisiuess — marketing, produrtion, or fmaiKe. 1? 
do-'s suggest, thougli. that return on insrstm-nt as a criterion is becoming 
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more and more feasible to the marketer as the use of sophisticated data col 
lection and processing becomes more wdespread Its applicabihty to mar 
kebng, however, still remains very slight because of the almost msurmount 
able obstacles blockmg the joint efforts of the marketing manager and the 
financial officer Halbert discusses in easily understandable terms the cen 
tral problem of employmg return on investment as a criterion when mar 
ketmg decisions mvolve the alternative allocation of corporate funds * He 
cites as an example a 


new product [being considered] for manufacture and introduction 
into tlie market The usual careful economic analysis has been made m 
which the analysts denve a forecast of the return on investment to be 
achieved by this product after its presumably successful market mtro- 
ducbon Many companies use the cntenon that this return on investment 
must be at least up to their standard (or average) return on mvestment 
before the new product s introduction will be approved 

As an illustration, let us suppose that a new consumer product is being 
considered for addition to an established bne, and that the economic 
evaluation shows that the product can be expected to return 16 percent 
on investment after the initial introductory penod Let us further assume 
that the average return on investment for this company, or for this prod 
uct division IS 20 percent There is e very good chance that this partcu 
lar new product will not be commercialized, since a 16 percent return 
on mvestment u not up to average 

When we exarame the concept of return on investment in this bght, its 
appropriateness for this kind of decision making becomes rather dubious 
If we assume m our illustration that the total mvestment required will he 51 
million the cntenon of 20 percent return on investment (or $200 000 return 
on our $1 million) is subject to two possible different mterpretations 

First, we may be assuming by insisting on the cntenon of average re- 
turn, that if we did not invest the $1 million m this new product, hut 
invested it elsewhere m the company, it would yield our “average re- 
turn” Although the oueroge return may be 20 percent, it seems quite 
obvious that Sie marginal return, which is the return earned by the last 
incremental dollar of investment, would he far less The mvestment of 
lanfiftr. miihim. w. lie. •sjRiafjfin. nt ♦ift. 'swoijanjj oiaij well- return onlY 
5 or 6 percent rather than the average 20 percent It is a very odd finan 
cial situation mdeed where the average return on mvestment is equal to 
the marginal return 

If we adopt this cntenon of judging new investments in terms of altema 
hve uses for the required funds, we have a different way of analyzmg 
the situation than if we compare proposed mvestments with a standard 
return We can see that if we invest the $1 million m this nesv product 
and it returns only $160 000 (16 percent), this may still be better than 
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other investments, whHi might return only 550,000 c: $00,000 {marginal 
rctum o.f 5 or 6 percent). 

The second possible interpretation of rclttm on investment as a criterion 
has to do with the as'ailabilitj* of the .$1 million. To use cur average re- 
turn on investment of 20 percent as a criterion for ncs’-' invcstin''nt de- 
cisions can be interpreted to mean that the SI million required for the 
invcstrocnl for tlus neiv product venture will sn'didrav.n from flse total 
company operation and thus ssoll fail to sield the 20 percent that tlie av- 
erage $1 million ins'cstmcnt has been sieldi-ng. In cfTcct, this assumes 
tliat the $1 million to be s'.-ithdras'.7i from other investments in flie com- 
pany sdll be drassm in a random and unsclccted manner. It is only the 
as'erage -$1 million that y'clds 20 percent, not the marginal. It may well 
be that Ihis SI million for tiiLs particular product introduction will lie 
withdrawn! from Uic least profitable investment tiiat the company has 
rather than from tlic investment which meets the required profit avrracc. 
Tlius sve may withdraw the $1 million at a cost of onK' $50,000 or 
$60,000 (5 or 6 percent marginal return on investment). Again, a.s in 
the first interpretation, our decision would be to fas-or this new product 
venture since it is ctpccted to yield $160,000, .and this yield can be 
achieved at a cost of only $50,000 or $60,000. 

This example illustrates the intricacies of using rate of return on invest- 
ment as a financial criterion for the mab'ng of a compamtivcly cle.ir-cut 
marketing decision — svlictlier to introduce a new product. This criterion be- 
comes even more difficult to administer when marketing management faces 
otlicr types of decision choices. Some of tlicsc choices might, for example, 
include: 


• Wicthcr to increase the advertising budget or decrease the price 
of the product. 

• Whether to increase distribuUon in present cliannels or seek dis- 

tribution in new types of dianncls. 

» WTiether to decrease die ads-ertising approp.riation and u.se die re- 
leased funds for new product development. 

Impractical as return on investment may be as a criterion for marketing- 
oriented financLal decisions, its use will increase as data collection techniejufs 
and sources i.mprove. One of d!e areas where improvement is necessary 
is in the adjusting of accounting systems to the marketing man's infor- 
mation needs. It is essential, for example, to determine accurately not only 
the amount of money spent in developing .a specific alternative but also ttK' 
noncash charges incurred. Scbcuble 5 fxesse.s fh.at “unrealistic ao-ounting 
methods can stifio a wordiwhile product.”* In order to ovcrccjme this ob- 
stacle, he suggests various types of infonriatlon that will le.sd to frequ'T.l 
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review of whether the development and establishment of a new product 
should be further continued This specification sheet is sho\vn in Exlubit 41 

In addihon to the limitations normally prevaihng m the use of account 
ing concepts and other internal information, there is the extreme difficulty 
of predicting the sales and revenue to be derived through pnmary marketmg 
research data At this pomt, of course, we are discussmg antenor 
decisions m contrast to posterior decisions which revie\v past action and sub- 
sequently continue, modify, or discard the prior move For the posterior de 
cision historical data, mcluding accountmg information, are often adequate 
However, for the anterior decision the essenbal element of rate of return 
on mvestment as a cntenon must be supported by an accurate forecast of 
the sales and revenue that will result if the action is taken Joel Dean com 
ments that “forecashng sales with the precision required for this kmd of 
rate of return estimate is seldom attempted He reflects the thmking of a 
great many people m the field of markehng 

Although markebng research scholars and practitioners are graduaDy 
developing more sophisticated and accurate predictive devices, employing 
such data m certain types of marketing decisions entails a competibve nsk 
that is %ery great Decisions of this ty^ are, therefore, often made without 
precise data-~a situation which practically precludes using return on invest 
ment as a criterion As Hardin stresses * “No longer are test markets used 
largely to separate the very successful from the very unsuccessful prod 
uct This goal IS being achieved by improved product and concept 
testing techniques prior to test markeung mfroducfion Management is no 
longer willing to nsk the cost (up to $500000) and competitive wammg 
(up to two years) that a traditional test market represents merely to un 
cover a wmmng product 

The risk of revealmg future marketing action to competitors is, of 
course not present m nonproduct markebng decisions Increasing or de 
creasing the size of tlie advertising appropnation, altermg the extent of the 
sales effort m any way and changing the pricing policy are all examples of 
decisions that could embrace alternative uses of corporate funds and, there 
fore, require a forecast of revenue If the return on mvestment criterion ts 
to fie vaCtcf in a practical' sense, the impact of one marketing aii'emafite m 
contrast to another must be predicted in terms of the revenue to be pro 
duced This prediction requires the measurement of anbcipated sales 
through a test marketing operabon Fortunately, test markebng of nonprod 
uct variables usually does not mvife immediate compefabve counteraction 
Unlike new product teshng m flie markeqilace, compebtors normally re 
mam imaware of promobonal or pnemg plans 

The need for accurate sales predictions can be well illustrated by review 
mg the discussion m Chapter 7 on the conditional statement Let us use the 
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following example If return cm investment will exceed 15 percent or a rc 
suit of doubling the adtertismg appropnat^n. then that marJcehng achoa 
should be taken This conditional statement is theorehcally sound, but the 
informational needs must be made clear Predicting return on investment 
requires a forecast of revenue that xsould result from the marketmg dea 
Sion Thus the conditional statement becomes If revenue will exc^ $4 
million as a result of doubling the advertising appropnatioD, then diat 
course of action should be taken 

Even though the second statement is more specific than the first, it is 
still impossible to determine the expected revenue without a precise stale 
ment regardmg predicted sales The illustrative conditional statement 
therefore becomes If sales will increase 24 percent or more over existing 
levels as a result of doubling the advertising appropnahon, then the present 
advertising effort should be doubled 

The decision to mcrease the advertising budget is a dtverse'Cost den 
Sion It mvolves alternative uses of corporate funds, for if this monej were 
not used to increase the advertising effort it would be emplcyed elsewhere. 
This type of decision requires a monetary measure— in this case the rate of 
return on investment Sales predictions are the relevant informabon OB 
cials engaged in managerial economics and managerial finance are, how> 
ever, sometimes unaware of the feasibility of predicting sales through mar 
keting research The nonmarketuig man inclmes tow'ard basing bis forecast 
of sales on mtuition Or he analyzes the available plant capacity, and it is 
assumed that the resultant sales estimate is related to production ability 
and capacity On occasion the economist will use an area of economic the 
3ry which, while fimdamentally correct, is not sufficiently specific for the 
marketing decision at hand The “skimming” pncing policy, for example, 
although basically soimd, does not permit the marketmg man to determine 
whidi pnoe — perhaps two or three alternative paces at the shunning 
kvel — ^will maximize profits Through the company s marketing research de- 
partment, however, the marketing man can often predict sales with the 
necessary degree of specifici^ 

The appropriateness of rate of return on mvestment as a criterion for 
marketing decisions is closely related to whether the funds allocated to cer 
tain types of marketing decisions are included in the capital budget In a 
broad sense the accountant and the busmess economist thmfc of the rate of 
return on investment m regard to a particular type of investment such as a 
nondepreciating and nonappreciabng asset that has a uniform mcome 
Many marketing decisions require the allocation of resources to action 
auned at yielding some or most of their return in subsequent years Funds 
allocated to advertismg to trammg or increasing the size of a sales staff, or 
to introducing a new product could fall m this category At the present 
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time these expenditures are budgeted as though the returns v.ero short-nm. 
untliin a specified fiscal period. Advertising and ■jales costs, for esarnplc, 
normally are cliargcd ag.ainst current income ns portions of the opcnitinc 
budget 

During recent years, scattered evidence has indicated "a growinst tmd' 
ones’ for companies to treat some marketing outlays as an in’.Tstm''nt esen 
in their accounting procedures.’^ Tlic responsible executives contend th.rt 
advertising and other promotional investments sbotild be made to compete 
for funds on tiic basis of the rale of return.' 'Tliis rcpresenl.s a form of capi- 
tal budgeting, an attempt to measure the rel.ativc profitability of ahcnia- 
tivc uses of marketing funds when the decision' and rcsuU.inl benefits do 
not coincide from the point of view of time. In other words, the revenues 
produced and' tlie resultant profits e.xtend beyond a specified fiscal period. 
Implicit here is the idea that not only is a monetary measure mandatory 
but a precise estimate or prediction of sales can be made. In essence, the 
entire concept of capital budgeting and of the use of rate of return with any 
financially oriented criterion in marketing decisions is based upon precise 
and accurate prediction of the sales and revenue to bo produced by each 
of the alternative marketing efforts under con'idcnition. 

Other monetary measures. Unfortunately the accountant, perhaps for 
legal reasons, views profits in a historical sense. For him profits arc the re- 
sult of transactions already completed. Tlio tnan.igerial economist secs profits 
in a rather different light as "a surplus in excc's of all opportunity costs, 
so that past outlays arc of only partial significance, for the cost allocations 
arising from these past tr.insactions must be n .odified by current f.iet'..’'’ 
However, neither liie accountant nor the manageri.i! economist faces the 
problem of the marketing manager. Tlic marketer must evaluate the rela- 
tive profitability of decision alternatiscs — action', that have not as yet oc- 
curred. Mliilc thc‘ accountant bases bis actions on liislorica! data and the 
economist relies on broad gcnerahrsitions that are frequently inadequate 
for the indisaduated decision, the marketing man braves the risks of fore- 
casting .s.ales over a .specified period of time under a wide sariely of .sslu.a- 
lions, many of tlicm beyond his control. 

Marketing's need for rccogni/ing Iroth the demand and the cost aspects 
of future decisions explains, at least in part, why a great m.iny inoiietar,' 
measures and analvtical fools do not fill the bill, 'nic'c inelisde inirgin.'d in- 
come rate, discounted cash flow, brc.ikex'en anuiy.sis, m.’.rk"iing yscid,**' 
and others. Progress would lx: made if llie .accountant and the r conome-t 
bec.rmc more marketing-oriented and if flic nurkctiiig rn.ui.igsr incm-ised 
his undersiandint: of fin.mcia! man.rgemcnt r.r.d various accounting con- 
cepts trial t-Ji) be altered to naet bis needs. 
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Novmonetaby Chttewa. 

Marketing is the firms revenue producer It seems impeccably logical 
that profits must be the criterion for marketing decision choices Certs^y, 
if the goal of marketing is to produce revenue for profits, it appears plausi- 
ble that the basis for determming marketmg action should be profits in one 
form or another 

Although this IS a logically acceptable concept, its usefulness must be 
judged by the extent to whidi it is operational From concept to operabonal 
usefulness is sometimes a leap too spectacular for successful execution. 
Merely to say that "research data are needed" skirts the central issue 
“Gather empirical data” is frequently ill fitting for the mdividuated market 
mg decision Time cost, and feasibihty considerabons, as outlmed m Chapter 
7, must be thoroughly understood and discussed before selectmg the ap 
propnate criterion Many types of decisions under a vanety of cucum 
stances call for nonmonetary or marketing cntena rather than financial or 
monetary ones A listing of these marketing cntena would be endless be- 
cause they varj greafl) from one specific set of marketmg aJteraabies to 
another Sales, share of market, consumer attitude, consumer avvareness, 
brand loyalty, number of coupons redeemed, and traffic counts are onl) a 
few of the great number available to the decision maker Let us consider 
separately sev eral of the most important of the group 

Saks Sales as a nonmonetary cntenon must not be confused with the 
role of sales as relevant mformalion when financial measures are einplo)ed 
determining the relative profitability of diverse cost decision alternatives 
m the discussion of financial cntena earlier m this chapter, it was pomted 
out that in predicting profitabiht} the relevant mformahon w as sales, which, 
when related to unit price, yields revenue and predicted profits Sales in the 
marketing cntenon sense is not employed as a step toward determining 
relative profitability Instead, it is purely a marketmg cntenon 

Market share Share of market (also termed market position or market 
penetration) is generally defined as a finns percentage of total mdustiy 
sales In an industry with annual sales amounting to §500 million, a firni 
With §50 million in sales has a 10 percent market share \Vhen emplovang 
this cntenon for decision making it is necessary to determine unit or dollar 
sales — the relevant information The worth of market share as a decision 
cntenon stems largely from the high ambiguity level of absolute sales 
when the latter is usecl as a criterion It is quite possible for a firm s sales to 
mcrease while its share of market dwmdles This happens when total in- 
dustry sales mcrease at a faster rale than the individual company s sales 
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Share of market as a nonmonetary criterion should not be conftnecl with 
the sharc-of-market concept employed by antiinist-cnforcernent agencies as 
csndence of a firm s attempt to monopolire a particular iiKiustiy. An inordi- 
nately large market share, as mentioned previously, is prohibited by the 
Sherman and Clayton Acts. These laws, as well as other legiskafion and rul- 
ings, create marketing environments to which the marketing m-magrr and 
])is Snn must adjust. In this cliapfer, our discussion dc.als with .share of mar- 
ket ns a marketing mea.siirc, a ripe of data aiding tlic marketer to reduce 
tlie uncertainty surrounding the outcome of decision choices. 

Consumer attitude. Consumer attitude is frequently oinployed as a 
decision criterion on the assumption tliat a rclalionshij) csisls between 
favorable consumer altitude toward a .specific brand and buying propen- 
sity. Hie supposition is that if a particular marketing altcniative, such as 
an advertising theme, increases Uie favorable attitude of consumers to- 
ward a particular brand, (hen this is evidence that one c-opy theme is 
better than another that did not cause as great a .shift. While tlic relalion- 
•ship between attitude change and s.ales remains nedmlous, m.any marketers 
fee! tliat cfTecling an improvement in consumer atli'iidi' Ls a real achieve- 
ment and in many instances adequate as a marketing criterion. 

Consumer awareness. Tlic c.vtcnt to wiiich consumers, dealers, or 
other market segments recall particular product, .scrs-ice, brand, or mar- 
keting effort is often employed as a marketing criterion. It is me.isured 
by the degree to which those comprising the market can renicniber the 
item in cjucstion. Decision makers in advertising, including advertising 
media and copy, frequently embrace this criterion. 

Other examples. The specific nature of the marketing alteni.ilivcs 
under consideration leads to a great variety of criteria. These am be cotn- 
rnon ones, such as tlioso just described, or they can h<- unique to a spe- 
cific decision choice. The ability of one ndverlbiii'.: eanip.vign as oppostd 
to anotlier to produce* written inquiries is fn-rjumtiy a hitzhly pn-rise ni' .is- 
nre of the relative productivity of alleni.itise effort*.. Coupon-redemption 
percentages arc often employed as n measure of the >.-ortl) of altrriia- 
lives under c-onsideration. In otlier marki'ting-rlccision are .is, .such as .ne- 
lion aimed at increasing dealer business, the criiciion might he the p* r- 
conlage increase in pederirian Irafjlc at a particular point, *^ncli as tli!- 
de.iler’s store or .shouroom. or it might b*' tlie number of aulomobib s 
passint: a particular codut. rin.illy consumer likes and didtle;. .ire 'o:n^• 
time.s enipirned as eritcri.i in determining whith products to m.irfet. rhe 
m.arkcter makes the confident .esinnpt.'on th.it llie product winch i*. hi* 'd 
better than the rest has a gre.ater ch.ince of sales and profits .Mn,c»‘*s. 
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PARnCULAB SnVATTONS ClASSIFlED 

It IS unwise, of course, to draw up ngid rules for selecting the most 
appropriate marketing criterion Decision types and condibons vary so 
greatly that any generalization might be misleading However, it u pos 
sible to classify some particular situabons which %’^1 ser\e as aids 

Afflrfccting mix decisions in uhtch tt ts mpractical to relate a muUtpltatij 
of variables to profit The convenbonal marketing mix concept enjoys 
widespread use on both business and academic levels Every day mar 
kebng men m^ke adjustments m the mix on the assumption that greater 
profits will result In actual business situations no easy formula exists for 
devising and measurmg the optimum mix. Certainly any monetary meas 
ure, such as return on mvestment, is not feasible because of the virtual 
impossibility of relabng the mulbplicily of marketing ct?mbinabons to the 
rate of return In marketing the variables are interdependent, and the 
effect of this mterrelabonship defies precise measures m terms of profits. 

The complexity of the problem staggers the imagmabon Even for a 
smgle line company, of which only a few (if any) exist, the possible com 
binations of marketuig vanables are unending The amounts to be alio 
cated to the selling efiort, to packaging, to advertismg, and to distn 
button, along with pncing vanabons, add up to an almost infinite 
range of possibtlibes When this situabon is expanded into a great num 
her of product classes, as in the case of most firms the task becomes 
insurmountable mdeed The idea that the marketing managers funebon 
IS merely to pull levers which will increase or decrease vanous tnarkelmg 
efforts and influence profits accordmgly is fantastically unreal Even the 
rapid mtroduebon of the high speed computer does not solve the problem 
The stumbling block is not busmess inabibty to develop models, quantify 
data, and process mformahon into meaningful terms — ^because business 
can do all these Instead the obstacle is the literally impossible task of 
gathermg sufficiently accurate input data Internal company data are 
not organized for marketing use Normal revenue and distribution costs are 
not sufficient ObYainmg pnmary data defies the marketing researcher be 
tratfit: xfi \'ri% wsirciariiing Nt* wiyirai xfi Tfia.'iWt'iSVg wei 

available to the marketing manager 

The enbre problem becomes even more tangled and complex when 
marketing management seeks the optimum mix m terms of expected as 
well as present return These arc sophisticated measures The magnitude 
of the measurement task becomes apparent when the pauaty of usable 
input data is recognized In brief, the concept of the markehng mix meas 
urement is nonoperational, to view it from Ae standpoint of the required 
input data Alfred R Oxenfeldt acknowledges this when he writes 
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. . . The mcas-UTemcrit ef any company's msrhctinj; jr.it pcscs vrry c-cat 
difHcelties. . . . First, it rio'-s not explain ’.vhat proportion of pro-'I'-ut cos’s 
should be charged to marlcting — c-r bov/ to cir,jv,- 3 lino snv, 

packaging and deliver;,- carts that are m.-irkrtn-.g and trir.-,-- !r,;,t are no"- 
marketing costs. Second, it does not show iio-.v one miglit ar'.’cn a cost to 
price — which cioarly is onr- .and a major c!'-rr:''t.t cf the rnarketing mit. 
Hiis {.actor involves no direct monetasy onthav and mttst, he 

measured indirectly, dnird, it fails to relate .a' firm's marketing ciFo-lt to 
specific tv-pes of customers. . . . Fourth, it calls for horrendous cFort'- if 
one is to measure or estimate the payou of r.Itf mativc m.ar>cti:ig ciTor!'. 

How. tlicn, does the marketer proceed in tm-ing to masimire th" 
profitability of the wl)o]c mi.x? Difficult and impossible .15 the problem 
appears, the fact is that this fv-pe of marketing decision mti‘l be m.'idc. 
The first step is to reduce the almost infinite munber of alternatives to a 
work.abIe few.’- It is not only impossilale but also economically unwise to 
attempt to measure the value of a gre.at v.ariitv of available mixes; tL'-re- 
fore, it is essential at the outset (hat vvell-disciplincd disetissious among 
decision makers forc-c tJic number of alternatives into a relatively .small 
number of choices. Tin's harrowing c,\crcise* is not always as diificuU to 
achieve as it may appear at the beginning. In actual practice .'orne limi- 
tations become apparent in view of prior decisions. Moreover, most mar- 
keting decisions relate to ongoing finns and products; developing strate- 
gies or planning action for companies or products "starting frem scratch" 
is relatively rare. Whether for good or bad, a marketing m-matier almost 
always has a company history from which he may or m.ay not wisli to 
deviate. 

Tliis docs not mean diat he should ignore crev.tivity and innovvitioti. 
In fact, the marketing manager should be in constant 5vas<.evs!on of th.it 
often mentioned “unconventionnl vvisdom." However, vvlnn dr.arn.atic 
clianges arc in the offing, tliey are ofjviously .a departure from p.nE prac- 
tices. A new environment suggest.' a change. Should the advertising hmlgct 
be doubled or cut in half? Should a new marketing ch.anne! be consid- 
ered — perliaps the allocation of considerable funds for selling directly to 
discount houses? Should the sales force be incre;ised in siz^-.-' Should a 
new brand be introduced vviUiin a specified product class that might com- 
pete directly or indirectly with existing cor|sorate brands? Tb.vse are all 
pos.sib!e deviations from past marketing praclit-es, and r.ach in it ml; forms 
a specific marketing decision. Together they constitute the ptobic.m of the 
optimal mix. 

It wDuk! be unusual indeed if this host of marketing-mix detisions all 
reached the decision in.akcrs' f.ible at the same time. It i' more probable 
lliat from lime to time two or tlirec decisions of this type wil! be con- 
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sidered m the development of marketing strategy ^Vhen the strategy is 
in process of development, the dectsion makers must reduce the altenia- 
tives to as few m number as possible prior to any decision delay It is not 
enough to say, “Decrease the direct selling effort and mcrease advertising* 
The alternatives must be narrowed to meaningful and specific statements 
for example, “Reduce the selling effort by one-half and double the ad 
vertising budget ” 

Once the deasion makers have reached this stage, it becomes possible 
to develop an operational set of criteria, although the more sophisticated 
monetary measures, such as rale of return, are rarely feasible The mar 
keter cannot rely on company history or past practices at this point He 
must develop decision cntena calling for new data Monetary measures 
have been rejected because they arc impractical in this situation \Vhat 
marketing cntena should he employ^ 

If the product class is one distributed through normal retail channels, 
such as grocery, drug, and hardware stores, feasible cntena include 
sales and share of market The assumption js made that, given a fixed 
number of marketing dollars, the combination that produces the greatest 
sales or share of market will ultimately develop into the most profitable 
mix If the product class does not permit gathering data from normal dis 
tnbution channels, a cntenon further removed from sales and profits must 
be employed For instance, furniture, clothing )a\vn equipment, automo 
biles, major appliances, and similar products move through stores more 
slowly than grocery and drug items iTiej are not readily suseephble to 
the more common criteria of sales and market share In some decisions it 
may be necessary to rely on consumer attitudes or consumer awareness 
These are not precise measures, to be sure, but often they are greatly 
superior to reliance on sales or market penetration figures after the fact 
To alter the marketing mix from tune to tune and to measure the resultant 
profits or sales require the acceptance of data affected by numerous vanables 
over which the marketing man and his researcher lack any control 

Dicerse-cost decisions tvith limited time allocations Normally, di\erse 
cost decisions m marketing require monetary measures Because control 
ladle mariceting cosft vary tram one ademaCive una’er consiabratioir Ar air 
other, profits must be the ultimate cntenon Some diverse cost decisions, 
though, do not pennit a precise monetary measure of profitability These 
include any that are to be made within a bnef penod of tune (the tune 
element prohibits the gathermg of the necessary sales and revenue infor- 
mation normally sought) and any in which decision delays might result 
m providing competitors with an advantage wholly undesirable in view 
of the need for lead tune 

No quantitative basis exists for determining whether or how long to 
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delay ihc making of a decision. Inhiition assume: paramount importanto. 
Wien the marketing manager’s judgment counsels him flint brief deiav 
is in order, even tliough tlie marketing decision is to be made on tLe basis 
of alternatives having diverse costs, the criteria become less rittid. Nfonc- 
laiy measures are no longer in order. Time docs not permit tlie evperi- 
mental gatbering of sales data, which under other circumstances svould 
provide a precise bcLsis for predicting sales, revenue, and ultimate profits 
The criteria selected under limited time conditions will, it is assumed, 
be related to profits, but there is no assurance that tliis relationsliip alw.ays 
is present. Tlie introduction of a new product is an excellent c.xamplc of 
this situation. Even though it is a dis-erse-cost decision choice involvang 
alternative uses of corporate funds, management deems it inadvisable to 
gather e.xtensive predictive sale.s and revenue data because of the com- 
petitive warning it svould pros-idc. Instead, it asks the marketing research 
department to measure consumer-stated preferences or attitudes toward 
the product under consideration. Tlic marketer maj’ be extremely critical 
of such a criterion, but in view of the time limitations it can be consid- 
ered appropriate. 

Intuition also plays an important role in criteria selection when diverse- 
cost .alternatives lead the managerial decision makers to near-ngreement. 
Even when the profit conserjuences are high, this near-agreement (as 
pointed out in Chapter 6) Ls more dominant in detennining tlie extent to 
which the decision should be delayed in order to reduce the chanc'es of 
selecting the wrong alternative. If the decision makers are slightly licsitnnt 
but seek quick assurance tliat they are selecting the correct alternative, 
nonmonetary' criteria are adequate. 

To illustrate, let as assume tliat an appliance inanufaciumr is attempt- 
ing to dcfenninc whetlier to alloc-atc vast funds to distributing his com- 
plete line through discount stores. Profit consequences of tlie wrong de- 
cision are high. 'Tlie alternatives have disersc costs in that distribution 
through discount stores recjuircs additional marketing funds that might be 
used clsevvlierc wathin the firni. The jxissiblc profit conscquenct's of a 
wrong decision point to a delay while extensive data are sought. Tlu' de- 
cision makers, however, are in almost complete accord that the marketing 
ftinebs in fjiu’stion be allocated to the discount-store effo.’-t. Although ne.a- 
agreernent exists, tbc decision makers are 'sufficiently lUKlecidcd to s'-tk 
information that will rtvissure them they are almut to t.il.s* the right step. 
Ilic cnleri.i need not einbr.icc* monetary measures. The cre.riise mar- 
keting research man will dewlop a set of nvtrhriinp^ criteria, siud: as ron- 
surner predictions ;is to where they will buy particular .ippli.iucts or 
serxind.ary-source material lh.it would shed liglit on trends in cemsnnv r- 
pnrehasing behavior. Tin* iiwrl cling nwn.ager is fully aw.are of tlit' risk 
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involved in generalizing from data which may not be directly applicable 
to the particular decision choices at hand He is ivilling to take this nst, 
however, because the decision makers were in almost total agreement 
pnor to the collection of more information 

But let us assume that the nonmonetary data reveal the possibilty 
that the decision makers — to their surprise — are about to take a wrong 
step For example the consumers surveyed may have stated that they 
will not consider buying m discount houses the next fame they purchase 
an appliance Recognizing the limitations of the research method, the de 
cision makers realize it is quite possible that the data are “incorrect.* 
At any rate just as they were on the verge of movmg ahead, the re 
search data have increased their uncertainty level rather than decreased 
It These unexpected findings lead them to extend the decision delay They 
now authorize a more thorough research study The marketing manager 
will perhaps now seek a monetary measure Or he may agree with the 
marketing research director, who at the outset of the study, let us assume 
cautioned against relying too heavily on the worth of limited information 
Identical cost decisions tilth high or low consequence and agreement 
levels Let us state once again that die selection of the appropnate decision 
criterion is one of the most important steps m the decision making process 
As all elements of the total decision structure fall logically into place, the 
designation of the suitable cntenon contributes greatly to the subsequent 
making of the correct marketing decision 

If the alternative decisions under considerabon have been determmed 
to be identical m cost the marketer applies the three tests for appropnate 
criteria described m Chapter 7 hme, cost, and feasibility The nature of 
the cntenon then varies from one type of marketing decision to another 
Advertising decisions, for example, frequently employ such unique cn 
teria as audience concepts, recall or playback, circulabon data, and so on 
Product development decisions are often based on consumer reaction to 
products, consumer stated buying predictions, or the characterisbcs of 
likely buyers Durable consumer goods and mdustnal products rely more 
on attitudmal data and consumer or user predichons of purchasing behavior 
/i compfeite- iyC cmterr^ otsev^ iw aiAertisiiTg’ AmsiUiTr a* 

most impossible to prepare The variety of decisions in this field is so great 
that the mulbphcity of possible bases for selecting one course of acbon 
in preference to another staggers the imagwabon It is helpful however, 
to categonze the types of available cntena 

In general, there are three broad areas of decision making m adver 
bsing, each tendmg to draw on different criteria (1) size of advertising 
appropnabon, (2) media to be selected, and (3) message to be em 
played The adverbsing appropnabon is essentially a diverse cost de 
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cision. For this reason it does not fall within the scope of Use present 
disCTission. As vve have already pointed out, whether to spend $I miUion 
or $ 1.0 miliion on advertising is a diverse-cost decision bec-Tin^t' one al- 
ternative obviously costs more than the other. Howt ser, let us a<s(!!)ie 
lliat the ads’ertising appropriation has been established at SI niiiiion. 
Media decisions within this fixed-budget figure become idcnlic.il-eost de- 
cisions. M'hether the advertiser uses television exchisivelv or splits ids 
appropriation among newspapers, mag.azines, and television iiwolves 
choosing among alternatives of an identical-cost nature. This is fnie even 
tliough different media altematis’cs have different costs. 

The amount to be spent is the same: $1 million. .An illustration will 
make this clear: 


Advertising appropriation $3,000,000 

Alternative A; 

Television only $1,000,000 

Altemalivc JJ: 

Tclesnsion S 000,000 

Magazines 200 .OOO 

Newspapers 2tXi,000 

Total: Sl'bOO.OiX) 

Altemalis'C C: 

TeleWrion $ •lOO.CKlO 

Magazines 200,000 

Newspapers „‘'^^^bOOO 

Total: $1,000,000 


Tlie cost of each of the three altcmalis'cs is identical. Tlic criterion 
used should reveal which one of these three agreed-upon alternatives 
will have the greatest effect upon profits, altliough profits per se wii! not 
constitute the criterion, llie goal of the advertising department is (o m:il,e 
the media decision on the basis of some criterion assumed to be clo<ely 
related to .sales, market .sliarc, and — in turn — profits. Tlircc prime con- 
siderations now' enter into the decision: the levels of profit tonsequences, 
disagreement, and feasibility. 

IF both profit consequences and disagreement levels arc high, very 
precise data should be sought. The criterion chosen assvircdiy must he 
closely related to profitability, and it must be subjcct(-d to feasibility Ic-!'. 
including tlie length of time available for the cfdlection of tlic role'v.mt 
infonnation. It will likely be drassn from the following tjqHs of d-ita: 
market share, sales, brand last purcliased, attitude (ow.ird br.iriri nr 
product, consumer knowledge level, awareness of brand or product, plas- 
back of message, recall of message, media circvilation. .and audi'-nix'- data. 

Tlie marketer may require market share or sales data ns las critt non 
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because of the high profit consequences and the high level of disagree 
ment Among mass marketers m highly competitive fields where brands 
tend to be nondiEerenhated adverbsing plays a role of paramount im 
portance Advertising media decisions affect some corporate profits pro- 
foundly and frequently even the most expenenced media buyers strongly 
disagree about which criterion to rely upon In such situabons expen 
mental studies are set up m which sales or brand share data are ob 
tamed On occasion however the decision must be made before suf 
ficiently precise information can be obtained The marketer then must 
be wUlmg to rely on a cntenon even further removed from profitability 
such as the extent to which one media altemabve mcreases brand last pur 
chased more than other media allemabves or the levels of brand aware 
ness resulting from three altemabve media combmabons 

^Vhen profit consequences disagreement level and feasibility situa 
bon dictate the marketer can fall back on existing mformabon fre 
quently provided by the media themselves Citculabon and audience data 
are available from almost all broadcast and prmt media In addibon 
several mdependent media sponsored orgamzabons gather and tabulate 
significant mformabon on circulation The Audit Bureau of Circulaboos 
and similar organizations provide adverbsers with audited circulabon 
statements The A. C Nielsen Company the American Research Bureau 
and other firms offer subscnphon services that supply broadcast ratmgs 
“Duplicated” or “unduplicaled" data are often assembled by interested 
groups m order to demonstrate the adequacies or inadequacies of em 
ploying one medium over others The Magazine Audience Group or 
gamzed m 1937 gathered data to show the total role of magazmes as a 
medium Later Life and Look conducted studies of their own m order 
to demonsbate the added values accruing to adverbsers through “pass 
alon^ readers Hus type of mformabon was aimed at improving upon 
audited circulabon data which verify the actual number of copies of pub 
hcabons distributed or sold but do not measure readership or exposure 
Radio and television ratmgs quantify audiences The relabve ments 
of vanous types of rabngs are constantly debated Some cnbcs contend 
that the Nielsen Audimeter only reports the behavior of a households 
radio or television set \vithoul relating it to audience Its supporters 
pomt out that other types of rabngs based on recall or dianes rely too 
heavily on consumers memones introducing a factor which affects die 
accuracy of data But, although broadcast ratmgs have been attacked also 
from time to tune by the Federal Government, the thorough probe con 
ducted during 1963 by a Congressional subcommittee^^ did not undermine 
the confidence of the adverbsing profession m the ratmg services “The 
heanngs suggested that the illusion of exact accuracy was necessary to 
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the ratings industry in order to heighten the cxinfidcncc of flicir clients in 
the validity of the data Uicy sell. This mytli was sustained by the prac- 
tice [of some services] of reporting audience ratings down to the decimal 
point, even when the samph’ng tolerances ranged over several jxrccnt- 
age points 

Many will argue that the mere fact of a radio or television set turned 
on does not constitute any evidence of its worth to an advertiser. Instead, 
this argument goes, the number of sets turned on must be rebated to 
sales, market share, or profits. Although, however, it may occasionally be 
desirable to measure the productivity of media in tenns of changes in 
market share or profits, tlie very' nature of the marketing effort — adver- 
tising — tends to preclude tlie obtaining of generalizations dial establish 
the relative worlli of different tv'pes of media for the individual firm. For 
this reason, it is necessary to take the specific marketing altcniafivcs under 
consideration and to select criteria for these particular alternatives. 

Tlie third broad area of decision making in advertising — the message 
or copy — faces similar problems in the selection of appropriate criteria. 
Copy testing has become so vital to many large-scale advertisers that this 
field has grown to considerable proportions among advertising agencies 
and advertisers. Selecting one copy or tlieme alternative in preference to 
others under considcrah'on uses m.any of the criteria already disaisscd 
under media selection. Brand last purchased and recall of mes.'agc can be 
drawn from the earlier listing. Other criteria, however, arc unique to the 
copy testing area. Intensity of consumer attitude, bclievability, interest 
level, and desire tj^iify some of tlie nonmonetary' measures applied by 
marketers engaged in copy testing. 

Clark Leavitt poses three unique criteria for the analysis of response 
to advertising messages: 

Stopping power. If a test object is placed in a stand.art! visual fiekJ, and 
an observer scaas Uiis field for a standard time inlcrv.d, then the stop- 
ping power of the test object is directly proportional to die number of 
fixations made on the test object. 

HoJding power. In a standard free choice situation, the holding |M'.ver of 
a test object is directly proportional to tlic length of time die indivadual 
spends attending the test object. 

Sending power. Inversely proportional to die time required, in a str.nd.ird 
scries of exposures, for an observer to reproduce the cssenti.i! mrs<.i;;e 
content.’® 

These criteria and others draw on the skills anti f'xpcrirnces of the 
psychologist. Some include the physiological measiirc of interc-it arous ti. 



216 


DECSIOh CHOICE 


sudj as galvanic slcm response and pn^illaTy dilabon Like other cntena, 
these mast be subjected to considerations of fame, cost, and researdi 
feasibihty In many instances, operahonal difficulties make it almost impos 
sible to employ some of the more advanced techmques However, commercial 
devices aimed toward measuring physiological reactions to alternative 
advertismg copy have been placed on the market 

New product mtroductions can be and often are idenfacal-cost de- 
cisions Whether to launch Product A or Product B is an identical-cost 
alternative when product costs are virtuallj the same Presumably the 
decision has already been made that one of the two products will be 
marketed The current issue is which of the two should receive the “go” 
sign This situation is not too dissimilar from that faced m attempting to 
determme how to alter a product To change the flavor of a particular 
food product, to change the shape of the food particles compnsmg a cold 
cereal, to move the controls on an eleetnc range to another location, to 
replace one type of floor covering in an automobile with another type — 
these are aU examples of identical-cost decisions, provided the costs are, m 
fact, the same In such situations, elaborate pre^cfaons of sales and rev- 
enue are not required The nonmonetary measure is entirely adequate 
Some of the acceptable cntena for idenbcal-cost product decisions are 
market share, sales, stated willmgness to buy, level of likes and dislikes 
after exposure or tnal, level of likes and dislikes pnor to tml, and char* 
acterisfacs of the market Nfarket share and sales level are included as 
possibilities only because of exceptional situations m which the profit 
consequences and duagreement leveb are so high thal extremely precise 
data closely related to profitabihty are required 

Implicit m the selection of any cnlenon is the assumption that the 
one designated correlates to some extent with proBlabilit) As tlie mar- 
keter proceeds down the scale of cntena say, from market share to (bar 
actensfacs of the market, the nsk of makmg a wrong decision based on 
the selected entenon becomes greater When appropnate, the marketer 
should employ a entenon high on the scale and, presumably, more 
closely related to profitability than the lower ones For example, he 
should rely on the consumer's “staled willrngness to buy” only when it is 
not possible for one reason or another to employ a more meanmgful or 
usable entenon 

Several more sophisticated marketers have attempted to relate lower- 
level cntena to those it is presumed are more closely correlated to profita 
bihty The advantage is that the marketer who can obtam measures of, 
say, consumer awareness can safely assume that, if this is suffiaently cor- 
related with, for example, willingness to try brand for Erst fame, only the 
awareness entenon need be measured The aw’areness entenon can be 
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measured much more (|uicl:]y and al far less cost t}ian such c-xpcnsis'c 
criteria as sales and market share. D.ivid B. Learner has developed a 
body of data which reveals the relationship between advertising awareness 
and product trial.’' Tlic results of his studies in this area arc shown 
graphically in Exhibits •J2 and -13. Awareness is related to actual tri.il in 
Exhibit ■12. 7}jc b.and of dots rellects almost £00 actual C’/i5C-*» * S nil .irl v, 
in Exnihit 43, tii.il is related to usage. Concerning this research, Learner 
has stated; 


Uncovering the Let that different br.inds and prrxluct categmics were 
sprinkled across the spectnim of awareness, tri.a! and us.arc indicated that 
such relationships were not limited by product c.atcgories. Some detergent 
products bad low awareness and otliens had bigb. Some beer bad low tri.il 
and others bad high tri.al. Some food products bad lose usage conversiem 
and others had high cons'ersion. Uenre the relationships arc consistent 
across all product categories for almost 200 different eases.’’ 

Some hazard is always involved in generalizing from one criterion 
to another, and many marketers prefer to develop their own d.ata re- 
lating to their own brands and product classes. Ercqucnfly, lower-level 

EXHIBIT 42 

Att'ARENESS IN' RELATION TO TRIAL 

tSource: David B. Learner, "Demon; A Mana.rcme.'it Planning end Ccnlrol Sj-stem for 
Successfully Marketing New Products," in n speech delivered to the 47th 
Natic.nal Conference of the Amerienn Marketing Association, Ju.ne 156-1.3 





Awarcehss 
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EXHIBIT 43 

Usage in Relation to Trial 

[Source Dayid B Learnett ''Demon a fc^agement EUanmg and CoDtrolSTseem for 
Successfully Marketuig New Products/’ m a speech delivered to tbe 47t}| 
National Conference of the Amettcan I^keting Association, June 1S)64 ] 



cntena can be enhanced m value by raising their level of specificity This 
step can be accomplished for example by introducing market segmenta 
tion into the statement of cntena The foDowmg illustrabon shows the 
narrowing of the criterion statement from the raAer general to the \ery 
specific 

1 If more housewtLCs express a preference for Formula A over 
Formula B then Company X iviU alter its product in ac- 
cordance with Formula A. 

2 If more hoosmiocs imng a synthetic detergent express a 
preference for Formula A over Formula B, then Company X 
will alter its product in accordance with Formula A 

3 If more housewtoes ttho use synthetic detergents and tcho 
switched brands titthtn the past 12 months express a prefer 
ence for Foimula A over Formula B then Company X ^vlU 
alter its product m accordance with Formula A 

4 If more housetowes who are heav'y users of synthetic deter 
gents and who mifched brands within the past 12 months 
express a preference for Formula A o\er Formula B then 
Company X svdi alter its product m accordance inth Formula A 
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The level of specificity increases as one moves from "houstwives" to 
‘Tousewives who are hcasy users of spithclic detergenb: and who switclied 
brands witliin tlie past 12 months.” In essence, this technique is a form 
of market segmentation, since it states the marketer’s strategs' as airn- 
ing at a particular market segment. For this reason it is desirable to em- 
ploy a criterion wliich embraces the particular market segment at which 
aim is taken. A criterion statement of this specificity also rcvc.als the pre- 
cise nature of tlie data to he uncovered. It is highly desirable to have 
agreement among all concerned regarding the nature of the criterion be- 
fore any subsequent marketing research study and data collection arc 
initiated. 

What we have said about the introduction of new products obviously 
applies principally to consum.able products. Products in the categorv of 
consumer durables, such as appliances, building materials, automobiles, 
and farm implements, do not offer the same flc.xibilit)' in gathering certain 
1)^505 of information prior to the making of the marketing decision. 
With consumable goods such as foods and dnigs, sales and market share 
can be predicted by conducting various types of market test.s well in ad- 
vance of die marketing decision. Clearly, automobiles and farm implements 
cannot be produced in advance and test-marketed before introduction. 
Tlius the decision to alter durable goods mu.st be based on consumer 
attitudes and on dicir likes and dislikes of specific clnaracteristics or 
attributes. 
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few' for true consideration The behavioral scientists label this a heumbc technique 

“Broadcast Ratings Hearings Before a Sub Committee of the Committee on 
Interstate and Foreign Commerce, House of Representatives’’ (Washmgton, DC 
March 1963) 

I* Leo Bogart, "Is It Time to Discard the Audience Concept?” Journal of Afcrlchng, 
XXX (January 1966). pp 47-54 

i*Qark I^avitt, “The Applicabon of Perception Psychology to Marketing," m a 
speech dehvered to the 4Sth Nabonal Conference of d'e Arnencan Marketing Assoeiabon, 
June 1962 

David B Learner, "Demon a Management Planning and Conbol System for 
Successfully Markebng New Products," m a speech delivered to the 47th Nahonal 
Conference of the Arnencan Markebng Association, June 1964 
^nbid 



9 


l^ch of confidence end lack of infor- 
mation sleep in the same bed. 

CoRN'tXIVS \'ANDErU3tLT, Jtl. 


Sales Predictions 
As Relevant Information 
and Decision Criteria 

T he man-y Trrvs or htAnsamsc OEasioss auk so \'Ar.iED tiwt rr 
well to remember tliat The Marketing Decision is aimed at eluci- 
dating one basic ctUegorj' of decision making; the individuated decision. 
It is hoped tliat tlie reader, from his study of this book, vdll be better 
equipped to make specific marketing decisions such as those svhich affect 
a particular brand, product class, industrs', or .scrsacc. Tliese arc specific 
marketing decisions in contrast to the broad, gloli.il decisions made by 
government economists and planners — svhose decision making, certainly, 
has profound effects upon tlic individual enterprise. One of tlie aims of 
this book is to help the marketing man adjust to those types of environ- 
ments over wfiich he h.is virtually no control. It is (his area vithm vdikh 
the marketing man must operate, devoting his efforts to those decisions, in 
liis poss'cr to m.akc, tliat affect coqioratc profits. 


Basic Usi:s Madi: or Sales Pnroicno.vs 

Sales predictions are of general interest to government and indintrs' 
economist.s and planners. Hosvever, the marketer’s interest in them per- 
taias prim.trily to the ss.iys in svhich he can employ this tyju- of infor- 
mation to enhance tiie profits of his firm. 


£f21 
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As environmental data The tenn “sales predicbon” has different 
meanings to different people Some busmess execubves employ “sales pre- 
dicbon” “market potential,” and “sales potenbal” synonymously In a 
very broad context, these three terms can be mterpreted as having a sun 
liar meanmg but the great extent to which their common meanmg has 
been generalized creates confusion and misunderstandmg when one at 
tempts to employ them synonjinoiisly m a discussion of the marketmg 
decision Actually, market or s^es potenbal is quite different from sales 
predicbon- 

The concept of market potential is not a simple one, and a meaning 
ful defimtion of it is difficult to formulate Wroe Aldeison defines it as the 
mlerrelated growth rate and factors that may accelerate or retard market 
growth “The potenbal for many products depends upon the number of 
automobiles on the road or the number of owner-occupied homes 
Expressed graphically, potenbal is not a pomt on a Ime but a famil y of 
curves represenbng the Av’ay that buyers may be expected to beha\e 
under \anous combmalions of pnee and promohon, at x’anous stages of 
the innovation process m the case of a new product This definibon may 
discourage its own use However, in a general sense market or sales po- 
tenbal can be interpreted as meanmg total oppoTiunity — that “world* 
or “universe" that represents the total number of possible sales, customers, 
and so on It is from this w orld that the sales must be drawn. 

The viewing of opportumty (the world or universe) must be re- 
stricted to the environmental phases of the decision making process, per 
haps resulbng m a considerahon of two, three, or more marketing altema 
bves possibly derived from knowledge of this total opportuni^ 

IVhen the marketer obtains infoimabon which gives him a market 
potenbal of, for example, 20 milhon consumers, he then says to manage- 
ment “Here is a large market which the company ma) wish to consider 
entermg* Or, if there are 2 milhon housmg starts diirmg a specified 
period of time, the marketing department of a parbcular buildmg ma 
tenal manufacturer can construe his figure as a market potenbal for its 
products However, these 2 milhon new homes that represent a poten 
bal do not m any sense assure the manufacturer of success if he de- 
cides to change his marketmg strategy or to make any 'other marketing 
decision related to housmg starts UTiat the housmg starts loloiznatioa 
tells the manufacturer is that approximately X milhon windows, Y milhon 
bathrooms, and Z milhon kitchens will be installed. Nothmg m this infer 
mabon tells the manufacturer tchat to do It simply aids m posmg viinous 
mafkebng alternatives 

The extent to which the terms “market potenbal” and “sales potenbal* 
are often employed m a highly ambiguous sense can be readily lUus- 



Sales FrcdicHnns As Tiel(X<tr.t Irtforrtcih'i 


:223 

trated. For example, die marl'Ct potential for a new brand of dentifrice 
could be defined as ibe total noninfant population. If the marketer xvjdu's 
to narrow the meaning, the sales potential could be described ns the 
number of persons using a dentifrice. If he wi.shcs to refine the tenn 
even more, it could be defined as tlic number of persons who use a denti- 
frice at le.xst once a day, or the number of persons who use a dentifrice 
at least once a day and who has'c ss'.'itched dentifrice brands during the 
past, Jet us .say, 12 monllis. 

As action data. Regardless of liow if is stated, the fact remains that 
potential docs provide information that may be used durintj the proctss 
of predicting sales. For example, the product manager of the new denti- 
frice might slate his decision criterion in the following manner: 

If 10 percent or more of those svho h.wc ssvitched dentifrice brands dur- 
ing the past j'car ssall buy our product, then we ss'ill introduce tlie new 
dentifrice. 

Tlie market potential in this instance xvotild he those wlio switclied 
dentifrice brands during tlie past year, but not until the marketer pre- 
dicts what fraction of that market segment he can obtain docs the market 
potential become a pari of the total criterion statement. 'Flie marketing 
m.in must determine wb.af percentage of Ujc market potenti.al can be sliiftcd 
to (he product bis company may wish to introduce. 

In .summarx’, the term “sales predictions'* should not be misconstrued 
wliem used witnin the context of the onvironim-Tita! phase of tlw de- 
cision making process. It is not svaionymoirs with "market potfuti.al uni- 
versal term that requires refinement before it can be put into rne.ming- 
ful use. 

A tnily genuine adoption of tlie marketing concept results in the mar- 
keter's saying that bis marketing decisions will reflect the needs, dcMn s, 
or bcluivior of the consumer. Sales result from coii'-umers' purchases, and 
profitahilitv is determined after marketing and other costs liave been 
deducted from gross revenues. It follows, then, tliat tr/irn sales (or market 
share) is the criterion far decision, it is nreessarj to predict nhr.i the 
sales teill be tinder sreera! different ccrulitiem o[ marketing effort. ’A la it 
the president of a company .asks the rn.arktiing man.ager ssbether Ji'' 
plans to introduce “th.at new product," the tn.irJa ter must support h-s 
response ssith a .sales prediction. Ftrr oxample, “I predict that ve v.al! 
sell X uiiits during the ne.xt fis'e years if v.'e .sp.md )' doll.ars for mark'-tmg 
supjmrt." Although he m.ay not ah.s'ays phr.tse In’s riply .as a s.dw., preute- 
lion, the nu-.auing is alsv.ays there. A sales prediction above a spctiS--d nu'n- 
innim implies that “it will be a profit.ablc item.” 
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Sales predicbons as acbon data have two specific uses The first 
as relevant information, permitting a compulabon ol revenue that m lu 
yields a profit figure The second is as cntena m themselves, when i 
sales predicted are not used for compubng revenue In the discussio 
that follow, this differenbabon between these two uses aviU not be mac 
Our chief concern at the moment relates to the techmques or procedui 
to be employed m malong these sales predictions — regardless of wheth 
they are to be employed as cntena or relevant mformabon 


E3c^lAPOLA■^o^s ihom Historicai. or EIxistinc Data 


In a broad sense, the mformabon that permits sales forecasts or pi 
dicbons IS of two types exisbng data and primary data Existmg da 
can be drawn from mtemal sources within a firm or from seconda 
sources, whidi range from masses of government data to empmcal da 
that contnbute to a particular marlcehng theory All of these sources a 
drawn upon to one extent or another m forecasting or predichng sales 
this secbon the discussion concerns histoncal or existing data as th' 
contnbute to predicbng sales 

Marketing theories or principles as sales predictors Economists Ada 
Smith, Karl Marx, and John Maynard Keynes each neld different ec 
nomic and social philosophies, but the >vTitings of all three have had 
profound effect upon business thinking m the United States of Amen 
as well as m many other countnes Broad economic theories, pnnciph 
and laws have evolved from their work and along with those develop* 
and propounded by other thmkers have aided the theorist m marketu 
to develop his own theoretical concepts, markebng prmciples, and lav 
Many of these are now supported by empirical evidence 

As broad as diese economic and markebng theories are, diey aid d 
marketer m predicting sales The economist has developed sensib 
barometers that foreshadow the general direcbons of the economy T1 
marketer, tecogmzmg economic climate as an unconbollable vanabl 
considers these barometnc readings m bis development of sales predi 
faons for a particular brand, product class, or mdustiy However, as eve 
student of elementary economics knows, the market centered theory 
economics embraces price and quaohbes of goods as the pnncipal vai 
ables The marketmg man injects his own conbollable variables, such 
selling effort or adverbsmg, and combmes these conbollable and unco 
boUable variables mto an analysis that results m his specific predicbc 
for the decision choices available to him For example, the marketu 
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manager may predict a sale of 50,000 units for a forthcoming hvo-yrar 
period but then adjust lliat figure douaiv.'ard in \aesv of business barom- 
eters developed by government economists and others. 

hfarketing thcors', developed much later in a historical sense than 
economic theory, docs not hns-c a large Inady of empiricaiiv dcris‘''d gen- 
cralivafions likely to aid the decision maker in a specific sense. I'l.arkcting 
tlieoiy, as discussed in Chapter 3. assists the marheting m.inagcr in recog- 
nizing marketing cnvironm<,-nls from which specific aiternathts may 
emerge. But the marketing theory in use today docs not appe.ar to be 
sufficiently precise for tlie indisaduated decision. As* long ago as ID'S, 
WrOc Alderson and Reas-is Cok ssto'c in the Journal of Markriinj^:^ 

Students of marketing thus far {lave rc-ijicd from their cifort.s lemarVrLly 
small harsTSts of accumte, comprche.'isis'e, and significa.at getieralira- 
tions. Marhcling litemture offers its readers vers’ few true and important 
“principles" or ‘'theories”. . . . Exi'fing tht'ories fail to satisfy students I-a-- 
causc they do not account for or fake itito consideration all of the rele- 
vant observed facts. In essence, this is today's situation in the studs of 
marketing, 

Tlic marketing scholar can easily hccoinv discouraged nbo’il the lack 
of progrc,ss in this area during the past 20 ye.irs. If the marketing theorist 
is to make a contribution to the individual decision maker, he must soon 
begin to develop more usable principles. Otherwise, tlic marketer will con- 
tinue to seek his ovvar infomi.ation, as to a large e.vtonl he due.s today. To 
quote Perry Bliss;’ "U'e need to uncover large numbers of are.as in 
wliich unifonnitics appear if marketing theoiy is to flourish. Considerable 
stability in lire phenomena under investigation is nccv'ss.ary to gr ! any 
certainly in our analysis, or even to achieve the empirical gent rali.mtiwe.s 
that might form building blocks to a theorv'. ^^■e cannot ’know' much about 
gadflies e.xccpt that they gad; althougli. presumably, this is something." 
The marketer, then, must .seek empirically derived gcner.vli/alions v.hi-.h 
can he employed for predicting sales. To rhafe, these theories in m.irketing 
arc not yet of sufficient aid — to the marke ting rn-inagcr, the produc t 
manager, the advertising nr s.ales manager, or the comp.iny presitb-nt — in 
developing precise forecasts to be utilirod as' criteri.-! for tlie inclividuaiMl 
decision. 

The c.vtent to which a marketing man m.iv wish to employ a mark' ting 
theory as a basis for .sales predictions vs-iU dejrrmd hirgely upon |mv,- .ac- 
curate and specific the d,vla must be. Tlie.-e .ire many instance s v.!« sc 
conditions do not permit the gathering of gn at m.-.s^es of d.vta through 
marksHing rese.irch — perhaps for time or cost reastms. Tlje m.arketer rn.iy 
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find it necessary to rely on a marlcetmg theory or principle which, while 
empmcally tested, does not specifically fit his particular needs This is a nsk 
he must take when more precise data collected through some better pro- 
cedure may not be available Some markehng pnnciples (such as those 
discussed m Chapter 3) can be employed as a subsbtute for other types of 
data Their use among marketers, however, does not appear extensive 

E T. Grether takes a realistic view when he says * *^Ve are surfeited 
with knowledge m the sense of isolated facts and narrow bands of factual 
interpretation In marketmg, at present there is no need for 'pure 
theory’ — that is, theory rangmg so widely as to take on the form of a 
logical framework wi^ little or no relevance to reahty In marketmg, 
rather, we need various types of ‘apphed theory,* developed out of van^ 
interests" Because of the present state of marketmg theory, marketers 
tend toward other approaches to the development of i^ormabon for their 
decision makmg needs 

of mathematical models tn predicting sales Let us stress agam 
the fact that our mterest m sales predicbons concerns the tndtDtduated 
marketing decision It does not mvolve forecasbng for such long run 
strategy and nonmarkebng needs as inventory requirements, schcdulmg, 
detennuung sales quotas, and so on Instead, the goal m predicting sales 
18 to determme whether the predicted figure will justify moving m one 
direcbon — for example, in the direcbon of Marketing Altemabve A rather 
than Altemabve B 

A wde variety of stabsfacal methods exists for predicbag company 
and mdustry sales from historical or existing data A simple trend analysis, 
for example, enables the marketer to extrapolate, keeping m mind of 
course that the analysis must recognize such considerabons as seasonal and 
cychcal variabons as well as expected long term growth Correlabon analy- 
sis mvolves the relabonships between a firm’s sales and selected economic 
factors But these and other methods aim toward showmg the aggregate 
marketing picture, which is often enviromnental m nature, whereas, at 
this point, the marketers focus is on employmg a sales predicbon as 
the basis for makmg a decision Considerable progress has been made 
durmg recent years m the use of malhemabcal models for predicbng sales 
as an aih’ m seforting" one aitemaAvif over obhinr ieveraJ wisl’ 
books have been published recently on die employment of malhemabcal 
models m marketmg These are addressed to the more sophisbcated 
marketer who is well schooled in quanblabve techniques and analysis 
However, a few basic approadies will be considered here so that the 
marketer not completely schooled in such methods will be acquamted with 
several possible procedures available to him 

Markehng models may be It^cally divided mto two broad categones 
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h The stjsirms model. Here a comp.im- is p'RoisTfl as an “over- 
all ss'stem of action" seeking the optimal nse of resrnsrev';." 
Tliis model helps the marketer to nndvrf.md the many in- 
terrelationships among marketing areas within the firm and. 
ideally, results in "a more effective allocation of marketing 
resources.” 

2. The decision model. TliLs is aimed at analvzing data as an 
aid in making sales predictions. “Tliosc modeks become more 
than just an explanation and a rcprcscnt.ation of an existing 
situation. They become a means of presenting future n-ality.”” 

The marketer’s main interest lies in tlic decision model. .Mthongh op- 
erations rescarclicrs and computer technicians have developed a language 
not understood by most businessmen, it is not nccessar)' to be able to 
"talk" tliat language in order to understand the significance of the decision 
model. Nor need one be able to differentiate between linear and heuristic 
programming. Moreover, the precise meaning of “sinnihlion’' need not 
be discussed here, especially in view of the wide range of meanings at- 
facbed to the term. Let it suffice to say that the entire marketing de- 
cision structure, as outlined in this boolg Ls a decision model in a vety 
actual .sense. Tlic altcnialivcs are spelled out. 'TIk* need for information is 
determined togctlicr witli the nssessmcnl of the cost of delay. Tlie precision 
levels of the data arc established; the data are collected, developed into 
a program, and processed; and the outcome of the marketing action is 
predicted. 

The input data, when drassm from existing sources, must be oun- 
prised of internal company information, sccondar}' sources, or inform.a- 
tion from sucli subscription scrs-iccs as A, C. Nielsen Company, Market 
Research Corporation of America, American Research Rureau, .SPHED.da, 
Inc., and others. Tlic limitations of .such internal company infonn.alinn 
ns accounting data have been discussed in prior chapters. Secondairv- 
sourcc material can be helpful as input data to the e.xtent th.'it it can 
programmed into the decision making proa’ss to reflect pt>reeivcd uneon- 
Irollablc s-nriablcs as tliey would affect the specific sales predictioji. Cosn- 
pilations from the U.S. Bureau of the Census cxurstittite an ex.unple. 
Tliey do not in themselves lead to a precise j.ales forecast, but frc<]uen!!y 
Census Bureati data and otlicr gos'cmment infonnation aid in refining th-- 
total prediction. 

llic marketing research finns A. C. Nielsen Comp.any and ,MRC,\. de- 
serihed in Chapter 3, essentially provide tlat.a-c-ollection services on a cin- 
linuing basis to subsenbing mass marketers. Although the infornntion they 
provide is has(c.a!lv descriptive in n.iture (tint i', it desc.-shov .edit nr.ne- 
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ment) it adapts itself well to the development of models for sales predic- 
bon purposes The mathemabcal model popularly known as the Markov 
chain process lends itself well to input data from such consumer purchase 
panels as ^^RCA The Markov process 

studies the present state of a maikebng sj’stem and what has happened 
through some bansibon bme Starting with this model, the model 
builder may perceive that such markebng situabons as the use of ad 
vertising to switch brand loyalbes of consumers or to change consumers 
from the state of nonusers to users deal with the current state of a sj’s 
tem and the bannbon of the system through time Therefore he may use 
the Markov process to study the effects of adverbsmg impact’ 

ilham D Barclay has employed the Markov chain process m develop- 
ing a probability model for early prediction of new product sales • The con 
sumer panel data of the Chicago Tnbune like that of MRCA can be em 
ployed in this same probabilistic approach “The basic assumphon of the 
approach to be used is this tlie probability that a consumer buys a parbc- 
ular brand durmg a unit tune penod depends onl) on whether she bought 
that brand dunng the immediately preceding penod Suppose that if a 
woman buys brand X in an initial iimt tune period there is a probability 
P, that she will buy it again durmg the following penod If she did not 
buy X during the first penod there is a probability P, that she will buy it 
the next period ’’ This line of reasoning is developed into a matnx of 
“transition probabilities ” The value of the Markov process is maximized 
when the marketer makes certain that the marketing altemabves have been 
meticulously phrased pnor to the development of the model These al 
tematives along with criteria (m this case the probability of a brands 
being purchased) must be built mto the model so that the predicted sales 
will have meaning 

The employment of models does not lessen the need for clanty in the 
preparation of altemabve and criteria statements To the contrary, if the 
alternatives or cntena lack precision even tlie mathematical model ap- 
proach will not yield useful data The primary intent of model buildmg 
such as employmg the Markov process is to develop more sophisticated 
analyses for decision making Markebng managers must participate m this 
development to the extent that the} at least present the altemabve market 
mg decisions and agree on the decision cntena The model builder withm 
that framework develops the moael and with the aid of the marketing re 
searcher obtains the necessary input information 

The probabilistic approach to measunng consumer behavior is still in 
the early stages of development The work to date his been directed 
largely toward understanding consumer behavior in the light of “marketing 
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variables such as acivertisins:, price changes, product diangc', and special 
promotions rallscr than on forecasUng ftiture sales. If a p.irlic'.ilar probalab 
istic mode! seems to provide good predictions of some aspect of market be- 
havior, tiic reasons svliy the mode! works arc more import.mt at tlie present 
.stage of marketing science tlran the fad that it does v.o.’-k.’'*"’ The triarkrt- 
ing man and his marketing researcher must join forces with the operations 
rcjscarclicr if tin’s advanced and .sophisticated approacli to predicting .s-drs 
is to prove productive and useful. 


EsrrNr.sTiN'c ntoM SrEca.\i, MAHKEmsc Rr.sic'inai Srcniis 

Although the ii.se in predicting sales of marketing madcls built around 
cxifiing data is growing, many decisions that require s.dcs predictions 
adapt themselves well to marketing research studies aimed a! the p.srticu- 
lar decision clioiccs tmder con.sidcralion. Tlicsc tailor-made studies have 
special appeal for marketing managements because they can be more .Hes- 
ible in their design. Many of flic matbeniatical models invoKing the prob- 
abilistic approach to measuring consumer behavior under specinc varia.hles 
require an e.sccssive amount of data. Tlie special study, on the other hand, 
can be designed to yield an accuracy level consonant with tlic profit con- 
scquence.s of a wrong clccision and the managerial clisagrecinent lesad. Pre- 
dicting sales by means of a special rcsearcli study, however, i.v normally not 
an easy task, largely because of the need for highly preci’^e input dat.i. 

Ttjprs of clccisiom appropriate (or special studies. Althougli any market- 
ing decision that requires sales as cither criterion or relevant information 
can be aided by a special research study, scvcr.d tleci.sion types are more 
appropriate for this approacli. The four decision nn.as in vhich the spcci.d 
research study is most commonly used arc the following: 

I, iVrm product introduction. This type- of decision requires a <ah s 
prediction because marketing in.in.igernent is trying to tieter- 
mine whellier the new product should be marketed. The deei- 
sion ins'ol'.es allenulive uses of corpirati- funds. 

SI Variations in edveriiun" [nr(. Rt-cau'-e tin’s represent-s a di- 
verse-cost decision, sales preriiclions are nece.ss.ir)'. 

3. Marf:rtinr-rnix alternatives, dim kiborious process of nv.v uring 
the .'.aic.s imp, art of sn.arkcfing vari.'di’es singly or in emnbin itioii 
often leads the marketer to reduev tlie numlwr of in:!tk>-ting 
mist's to two, three, nr four on a j’udcni'.mt.d b.'tsp. He then sub- 
jects tliese Surviving rniso to retc.ireh that resusts in the a*.-,;gn- 
intn* of .1 .s.alc-s prediction to each. 
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4 Pricing aliernatives Revenue is essential infonnation in pncin<r 
decisions, therefore, sales predictions are required for this type of 
decision 

Other types of marketing decisions, such as selection of pacJcagmg, ad 
vertising media, and copy themes normally do not require a prediction 
of sales as the criterion These decisions represent the identical-cost 
type, and nonsales cntena are adequate 


Alternative Research Techniques 

What approaches are available to the marketer who seeks a research 
method or technique that will precisely predict sales m advance of a dea 
sion^* He needs a sales prediction because that is the criterion estabhshed 
for the decision choices under consideration The marketer has not jet 
made the marketing decision, and he hopes to develop precise estimates of 
what will happen if he ultimately chooses Alternative A, B, or C He needs 
sales information either because sales data are required for the computation 
of revenue and profits or because sales in itself is the cntenon for the al 
temative markebng directions bemg discussed by his colleagues 

Two general research approaches to developing sales predictions from 
special research studies are available The first is inference from the results 
of a sample of consumer mtentions, and the second is measurement of con 
sumer behavior under testing operations that simulate the marketing al 
tematives under consideration \Vhich of these two methods to employ 
must be related to the nature of the marketing decision and the required 
accuracy level of the data This accuracy level, m turn, must reflect the 
profit consequences and disagreement levels of the marketmg decision 
makers 

Inference from consumer staled infenfions In its least complicated 
form, sales forecastmg for a particular product or brand is simply predicting 
what the consumer will purchase under known or unkmown ciraimstanccs 
So, if the task is this straightforward, then why doesn t the marketer merely 
ask consumers representing a particular market whether they intend to pur- 
chase a specified product or brand^ The extent to which this method is 
acceptable is, of course, closely related to the accuracy level required This 
requirement, m turn, is related to whether the marketer is attempting to 
forecast the sales of a product class (for example, automobiles) or a par 
ticular make of car (for example. Ford \eisus Chevrolet versus Pljinouth) 

Any assessment of reliance on consumer stated plans or intentions as the 
basis for predicting sales calls for reconsidenng the meaning of forecasting 
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industr.' sales for tJic purposes of long- or short-range planning: controlling 
inventor)'. cstahlLshing overall goals for the company or it.s sales depart- 
ment, and establishing broad production levels. T!)is can ho termed fon~~ 
carting indarinj demand. Tlie methods employed are well hnouTi; they in- 
elude the use of time series of past rales, statistical demand analysis, and 
otiicr statistical techniques less frequently employed. The making of .an 
individuated marketing decision, although not divorced fro.m industry- de- 
mand, is more concerned vvitii what share of .a total product class or indus- 
try- can be obtained by a parficul.ar bmnd — under certain i7mrkcting condi- 
tionr that the marketer ir attempting to mca.rurc. Tiicsc coiiditions might 
include, for example, a price cliangc, a new marketing mix. an adjusfcil 
advertising level, or t!ie introduction of a new product. Tire manager re- 
sponsible for a new product wishes to Imow, for example, whether his 
newly developed item will sell sufiicicnlly well to justify plans for national 
distribution. He may wash to preeb'et sales at two levels of marketing mixes, 
or he may want to forecast sales at tw-o price levels. 

TIic classical time series and demand analyses arc not appropriate for 
such highly specific needs of the marketer as tJiesc. Information provided 
by the cconomi.st offers only limited help. Indeed, the marketer's Job- -mak- 
ing sales predictions under very tenuous and nebulous cireurn'tariCt'.s — is 
much more demanding tlian lliat of Uic economist because (he economisl 
works with more established conditions. TliC marketer’s need for better pre- 
dictive information has led to numerous surveys of "buying intentions.'' As 
early as 1915, the Federal Reserv-e Board, in cooperation with the Stuvey 
Rcscarch Center of the University of Michigan, conducted stiulies on con- 
sumer iritenlions to purchase such durable goods .-rs automobih-s .and in.a|or 
home appliances. The Survey Besearcl) Center continued .-md expindt-d its 
work in this field, with later and more sophisticated c-fforts centering 
around altitudinal measures related to intentions to buy. Since 1939 the 
U.S. Bureau of the Ccn.sus has also surveyed consumer intentions to h-.iy. 
More recently Albert Sidlingcr and Company and the National Industri.d 
Conference Board have developed continuing bimonthly studies in the 
same area. 

Existing consumer-intention data an- of doulitfu! as‘istance to the 
marketer who is attempting to predict s.ales prrei'-ely for re.oons centering 
around "the fact that intentions surveys cannot detect niovun-'nts in ir.e.m 
probability among nonintenders who account for the hulk of ntJu.al pnr- 
chase.s. . . Su.mcient rese.arch, liowtver, b.is 'nern condutted by now to 
cn.ahlc m.irketing managements to ev.iluate criticalh- th" u<e of -'t.it'-d 
huver intentions .as an nca.-ptahle approach in developing preri-.-- f“ 7 ;irn.ites 
of nntiripated s.al-'s.*- 

George K.iton,-. di^^o\(■red ,n e.uly .as the late i9t0's tb.st p- rsmv- o: 
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households contemplating buying such high ticket items as houses or auto- 
mobiles plan well ahead and that a reasonably high proportion of those who 
said they expected to buy homes or purchase cars actually did so More 
specifically among persons who early m 1948 said they “expected to buy 
new cars in 1948 ” approximately 52 percent actually did buy new cars that 
year Another 10 percent purchased used cars with the remainder for one 
reason or another failing to perform m accordance wnth their stated mien 
tions It Cun be argued that a figure that misses the mark by nearly 50 per 
cent IS not sufficiently accurate for use by the marketer Even more dis 
couraging to the marketer is the fact that Katona s research as illustrated, 
yields data not by brand but only by product class Moreover his research 
covers a product that represents a substantial financial commitment One 
logically expects a family s plannuig to be far more pamstaking for an 
automobile than for an electric toaster, a parhcular brand of ceiling ble, or 
a cosmetic Katona presents a lucid evaluation of the errors encountered in 
consumer intentions studies of this type 

Dunng recent years the U S Bureau of the Census and the National 
Bureau of Economic Research have jointly conducted expenraental studies 
to determine whether the subjective consumer intention survey could be 
improved through a consumer purchase probability survey ** Dunng the 
course of the former type of survey (consumer mtention), the respondent 
18 queried as to whether he plans’* or “expects” or “mtends” to buy an item 
or Items during the next for example 6 (or 12 or 24) months The ques 
tionnaire usually embraces a structured scaling device that reveals the leiel 
of cerlaint) of purchase ( definitely ” “probably ” “possibly ■* “don t know”) 
F Thomas Juster stresses'* that 

the fact that intenders account for only a small fraction of total pur 
chases neither precludes intentions surveys from providing good forecasts 
of population purchase rales nor necessanly demonstrates that these sur 
ve)s provide a good ex ante measure of purchases ^^^lelher an intentions 
survey forecasts well or poorly turns out to depend largely on the degree 
of correlation between the proportion of inlenders m the sample 

and the purchase rate of the nonmtenders On the record the per 
formance of intentions surveys has not been impressive 

The purchase probability survey improves on the information obtained 
from the normally no or “don t know" respondents in an intentions surve) 
If for example 95 percent of the respondents contend that either they 
“will not purchase or don * know" whether they will purchase only 5 per 
cent are reporting some probability of buying The purchase probability 
technique attempts to reduce this void in the nonintender information by 
assigning probabilities of purchase to this group through the emplo}Tnent 
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of a probability scale, Irath descriptive and quantitative in nature.*' Tlic 
.«^c-ale read.s as follows: 


Certain, practically certain (90 in iOO) 
Almost sure (9 in 10) 

Very probable {8 in 10) 

Probable (7 in 10) 

Good possibility (G in 10) 

Fairly good possibility (5 in 10) 

Fair possibility {-» in 10) 

Some possilrilily {3 in 10) 

Slight possibility (2 in 10) 

Verj' slight possibility (1 in 10) 

No chance, almost no chance (1 in 100) 


10 

9 

8 

7 

6 

5 

•1 

3 

2 

1 

0 


The rcscnrclicrs set up an experiment to compare tlic purchase prob- 
abilities ss’ith tlte intentions approach. The conclusion w.as that " , . . the ex- 
periment will pennit a test of the hypothesis that the probability responses 
arc more accurate — at least . . . they arc different. More importantly, the 
probability data look quite reasonable. . . Tliis finding svas conGrmed 
by the Quarterly Survey of Intentions Experimental Study, U.S. Bureau of 
the Census, comparing bousi'hold intentions and purcliasc probabilities for 
automobiles. An initial s.imple was interx-iewed regarding its intentions; a 
few d.ays later the same households were reinten-iewed by intervirxeers 
employing tlic purcbasc-probability method. As Exhibit -I f shoxs's, the 12- 
month inlcndcrs account for appro.xim.itely 37 percent of the total pur- 
chases and the T2-month pnrcluisc-probahility group accounts for 73 per- 
cent. 

With the improxements made in leclmisjucs for uncovering buying 
plans, llie marketer c.an now iinploy llie pureh.ise-p.’-obabihty proudutc 
for dcxelopirig eriten'a and input data for sever.d types of di>< isions. Fur 
new product deci,sions, for example, consumer jnirehase-prob.dulity infor- 
mation for a particular irraiid or type of product can tc.rd to a .s.ihrs predic- 
tion if it is re.ilisticallv compared to a product already on the ninrlet Con- 
sumer panels can he efficiently employed as data sources when the design 
of the study speciGe.s tliat consumers test two or three products witlioul 
brand identification. .After adequate testing, the pane! p.irticip.mb me 
queried in person, by mail, or by fclephon'' regarding tin :r pureh.tse p«rob- 
abilities. I’s'ing an c.xisting brand (or bn-.ndv) as itTcrence pomts flv in.rr- 
keting man c.m tomp-tre the nexv product under cose-icfi r.itioo ssrth it and, 
assuming th.it distribution and otlu-r m.irlf-ting l iinit-. will tv., .it h-.sst t-fpi.d 
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to those of the existing brand, predict that the new product will or will not 
sell in quantities sufficient to justify its commerciahzation 

To illustrate tfiis procedure, let us assume that two brands now donu 
nate a product class, each holding a 40 percent industry share All other 
brands divide the rem ainin g 20 percent of the market The markebng al 
tematives are whether to introduce or not to mtroduce New Product X 
nationally The profit consequences of a wrong decision are high, and man 
agenal uncertamty reflects a need for reasonably precise evidence that 
New Product X (NPX) will reach a 2 milhon umt annual sales Ie\el 
within the next three years It is assumed that the company’s markehng 
management uill allocate mailcetmg funds comparable to those being spent 
by each of the two leaders m the field Top management, let us say, insists 
that the decision be made withm three months, to wait the necessary time 
for more precise data — ^perhaps as long as one year — is thought to be univise 
for two principal reasons the cost of lost sales and the loss of lead tune 
over competitive counteraction The research director designs a study em 
ploying the purchase probability approach, placing NPX m home use en 

EXHIBIT 44 

Proportion of Automobile Purchases Made by 
Specified Categories of Households 


[Soutce F« Thomas Jusier, "Coasumot Buyia^ Intentions and Purchase Probahiltty,' 
National Burtau of Economic Research Occasional Paper 99 (New York 
City Columbia UniTetsity Press, I%<>) 1 


Classification of HouseboUs 

Number of 
Purchases 

Percentage 
of Total 

Intendec Groups 

SiX'momh definite, plus probable 

SiZ'inonth definite, probable, maybe. 

13 

19 

don't know 

21 

31 

Six- plus twelve-month intenders 

S»x- ijUls. w<ibte.-inainJx intenders^ ^lus 

25 

37 

don’t know 

35 

52 

Probability Groups' 

Nonzero six-month probabilities 

39 

58 

Nonzero twelve-month probabilities 

49 

73 

Nonzero twentyfour-monch probabilities 

59 

88 

All Groups 

67 

100 
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worimt-nte tompefing \%nth fbe cxhting lc.iclers. Product A r,nd Product B, 
Tfie participants in tlic study are all consurnc-r; of t-iilicr Product A re 
Product B. 

Tlic projection of purchase probabilities rcn-cals that about oTO.OAa 
households would switch to NPX, assuming the necessary dbtributinu. ef- 
fective communication, acceptable packaging, and no price differential. 
This figure of 500, (XK), coupled ss'ith the known annual prr-hou‘ebold ptu- 
cnasc rate, would pi, ace tlie sales prediction well above tiic derision en't*'-- 
rion of 2 million units. Therefore, the decision is made to market the product 
nationally, and the preparation of marketing plans begins. 

This is a clear-cut instance of a salcs-prcdiclion figure well above the 
criterion figure. W'hat would the decision makers do jf the purchase-prob- 
ability data res'calcd — not a unit sale in excess of 2 million — but, s.iv, ys 
million unit snlc-s for NPX? In this ease the decision makers ctudd move 
in one of several directions. 

1. First, they could marhet NPX tcithout seeking ftirihcr informn- 
lion. If this decision were made, the awnlnblc data would bas'c 
been judged sufficient to reduce uncertainty to a level where 
man.agerial agreement resulted. 

2. A second possible decision would be io vvirkct NPX witkout 
seeking ftirllicr injonnr.tion hut with an increase in the supj.aii- 
ing marketing effort. Tlic additional funds over :uid abose the 
originally contemplated level would be allocated on the asstimp- 
tion that they would result in s\ifficicnt sale.s to justify the increa'e. 
.Actually, the purchasc-prob.ability data resulted in ,a tlecision 
not io market NPX at the oriainal Ireel of mr.rkcting support, 
llowt'vcr, the data abo served as the liasis for a new environtnf-nt 
that led to new alfenialivcs; (I) reject N'P.X and (2) market 
the product with additional marketing support. Tlie kutir courc'- 
of action represents this second possiljle decision. 

3. A third route would be to seek more information hreause ihc u/r- 
iri/ data were known to contain some error. In other v.ords. tin' 
initial study did not result in agreement among the (b eisirni 
makers, and nddition.al data were sought. It was decided to 
extend the time period for data crdlcction to one yea-r. 

Neither the buyer-intention nor the purchase-probability approach is fe.a- 
.sible for some tvpcs of decisions, sucIj as predicting rah's rendting fnua 
v.irying amounts of ndvi rtisint; or from matketing-inix tombimtior.s h.r.in;: 
diflercnt costs. Even though tb.e existing adxertisine level or marletinc; tivx 
txniki presumably be employed as .a bise or reference point, the mstl'tiug 
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researcher \vould always have the problem of attempting to translate per 
centages into unit sales To illustrate, if consumers representing 25 percent 
of a specified market segment stale that they mil purchase a particular 
brand after havmg been exposed to Advertising Level A, and if 40 percent 
of a comparable segment state their intenbon to buy the brand after having 
been exposed to Advertising Level B, the issue becomes one of translating 
this 15-pomt difference into unit sales Unless the marketer has adequate 
empmcal data on this particular problem, he courts considerable nsk m as 
summg that the higher percentage tviU result m a comparable mcrease in 
sales This does not mean that advertising level problems of this type are 
not solvable Other resewch approaches should result m more accurate 
sales predictions 

Market stmulation Because of the increased mterest m markehng mod 
els throughout busmess, the marketer often finds hunself faced wnth a prob- 
lem m semantics He encoimters not only “mathematicar models and 
“verbal” models but also such terms as “simulation," “hnear programming’ 
and “heunstic programming " In the hteralure he reads about game mod 
els brand smtchmg models weighting Une models and simulation models 
Within simulation models he discovers there are enterpnse models, market 
mg mix models, market models competitive response models, distribution 
modcb, and comprehensive marketing models In addition he hears about 
communicative, explanatory, and predictive models as well as behavioral, 
static and dynamic, and deterministic and stochastic models From their 
names the marketer reasonably infers there is overlappmg among model 
types with some resultant confusion 

The entire decision structure portrajed m this book, as menboned ear 
her, embraces the model concept Moreover, any sjstemabc or scienhfic 
approach to decision making must involve a model of some type Then as 
one proceeds along the decision makmg path he often finds wheels within 
wheels — or models withm models For example, while the structure embrac 
mg one decision is m itself a form of model, some of the data collection 
activities leading up to the decision are based upon stiU other types of mod 
els 

As mentioned previously m this chapter, some models are descnpUce 

6iat they show the behavior ol a busmess sj'stem or, rntne specifically, 
a markebng s)Slem Such efforts aid m xmderstanding the mterrelationships 
among the components of an enterprise or a portion of an enterprise Deci 
Sion models, on the other hand, aid m making a decision and m that capac 
it\ must with proper data input lead to a predichon of sales Simulation is a 
method somebmes employed to find solubons for other types of models 
considered too complex for the normally used direct anal^ bcal approach- 
Most simulabon models aim at explaimng specified situabons, however. 
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simulntion docs offer the marhetor a hasts for comparinc the relative worth 
of given inarJccting alternatives. The simulation approach aids in detemiin- 
ing which alternative is "best." Unlike many models, the sinnilaUon rnochd 
docs not attempt to develop the optimal solution to the problem— onlv the 
best amon^ those under consideration. 

But ‘‘simulation” is a flc.i;iblc term. Its lack of a precise and univcrs.ally 
accepted definition makes any classification of the various kinds of simul.a- 
tion models difficult. No widely accepted tcnninology is available.-'^ Be- 
cause of this lack of a widely held definition, die meaning of ‘‘.simulation" 
can be extended into a more .specific use for making marketing predictions 
and, in particular, for predicting sales for several tx-jres of marketing deci- 
sions. htarket simulation, as used here, tlien, describes small-scale market- 
ing environments and .systems that provide the researcher with the ncccs- 
sarj' input infonnation that in turn meets the model's requirements. "Tost 
marketing" is die u.sua! term employed for this type of procedure; but, as 
often discussed in the literature, this tends to be construed only as a data- 
collcction device for the testing of new products. It docs not follow that all 
test marketing is desoted to product testing. Tlic marketer can lest pricing 
variables, advertising weights, and the like, as well ns new product profit- 
ability. It is within this broad context that the tenn "market simulation" is 
employed here rather than in the restricted sense of test marketing. 

Market simulation aids the marketer in predicting sales for selected de- 
cision types: those in which highly precise sales forecasts arc rerjuired for 
the computation of predicted rcscmie and those in which sales is the tlcci- 
sion criterion. Market .simulations usually involve the selection of a group of 
"test” markets considered sufficiently "representative” of the total popul.i- 
tion. Each designated market has a known buying power for ultim.rtc pro- 
jection purpos<'S. Obvioii.sly, the selection of these markits i'. in itself no 
simple task. "Typical" markets judged acct'ptable for evalu.Uing nesv prod- 
uct introductions or conducting marketing experiments exist only in tiu- 
folklore of marketing. The characteristics that make these markets typii.d 
are not clear, according to Bud Sherak. Often these markets are seledtil to 
avoid extremes, In that sense they are thought to be more represent.itive.-' 

In the marketer‘s search for trpical m.ukcls, tlie problem of t eriehilltij 
represents his most difficult obstacle. In addition to having to select groups 
of cities that are either comparable or lepresetrtative of the entire (oun- 
trv, the rn.irkcter must also cope- with other vari.ihles tlr.tt .signifit-Uitly af- 
fect sales: shelf facings, displays, adserlising, .and competitive .actisily— to 
name the more trtmmon ones. He eannot .‘.snsme that mature wilt r.m- 
domire the eflects of these v.iri.ddes throughout a srmiU s.imple of 
no matter hosv w ell chosen. 

One possible solution to this probhin is to iiurea'e the numlwr of tst.u- 
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kets, even to select them randomly so that a projectable sample of the 
country results Such an approach, hmvever, magnifies the difficulties of 
setting up the test and reduces considerably the possibility of maintaining 
rigorous supervision of the operation The marketer’s alternative is to select 
a relatively small number of cities — for example, four — and then to concern 
himself less with the problem of projectabihty and more with the exercise 
of greater data collection control withm this smaller number of oommuni 
ties This control cannot be artificial, as in conductmg controlled expen 
ments Instead, the goal of control in market simulations is to make certain 
that the results simulate the actual situation — that they accurately reflect 
competitive promobonal acbvity, pricing displays, distnhubou, facings, 
and similar markebng efforts These and other variables must be controlled 
( and often held constant) m order to simulate the marketplace m a realistic 
sense Prior relabonships must be arranged with dealers, and warehousing 
faahties that perfonn the function of a broker or local warehousmg opera 
tion must he roamtamed A fleet of trucks is a necessary adjunct to this 
large scale effort, as well as full time auditor dnvers 

Let us assume that the marketing altemabves under considerabon are 
whether to uitroduce a particular pr^uct or not to market it If the prod 
uct IS not commercialized, the markebng funds tentabvely allocated to it 
will be employed m some other way within the company, perhaps even m 
a nonmarketmg effort A sales predicbon must be made to enable the firm 
to estimate revenue so that the decision can be made as to whether the new 
product constitutes a profitable use of company funds Normally, with this 
parbcular firm's concenbabon in grocery products, it could anbcipate na 
bonal distribution m retail outlets that account for 75 percent of the coun 
try s grocery product volume Knowing what they can expect nationally, 
this firms markebng experts simulate the distribution m test markets An 
already agreed upon markebng program is used to back the mtroduction of 
the product It includes advertising through television and newspapers, in 
troductory couponing efforts and free samples dehvered by mail The 
whole effort is scaled to fit, let us say, four communities so that it is proper 
tional to the subsequent national program — if it develops Store auditing is 
mitiated, with sales and market share observed over, say, either 6 or 12 
months 

The marketer has little reason to employ this type of market Simula 
bon when two or more alternabve products are still under considera 
bon In other words, the optimal product has not yet been agreed upon 
for market simulation Less expensive marketing research approaches 
should be employed to determine which one newly developed product 
should be considered for nahonal distnbution If the products are identi 
cal m cost, decision entena other than predicted sales and ultimate re\e 
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ntie should be employed. There irsdude consumer preference as ronected 
in consumer-sfnted purchase probabilities, tlie c.stent of consumer lilrs 
or dislikes, and other nonmonStar)' criteria. These criteria v.ili be dis- 
cussed fully in Chapter 10. \Mien two, llircc, or four products arc .still 
under consideration, the issue is which one of the nevviy deednped prodticts 
is best for possible commercialization. In these ca«rs, tlje m.irl ('tin" or 
brand managers have not yet determined which one of the products 
sliould he considered for introduction. 

Market simulation, as mentioned earlier, is not restricted to n'^-sv 
product development. Testing one marketing mix s'crsus another retjuires 
a sales prediction inasmuch as this is tlie only way the rn-irketcr c.in 
determine the monotaty- worth of one mix in comparison to anotiu'r. This 
comparison is tsssenlial when tl)e funds allocated to one m.arketir)" rni.x 
arc greater than diosc allocated to another, hossevtr. even when the dol- 
lar allocations for each mix arc equal, it is di'sirahle to employ .sales as 
the decision criterion. Price as a s.iriable svithin the marketing mix abo 
requires the .sales criterion. Tlicse are decision areas in sshich, for the 
most part, the marketing alternatives have dissimil.ar t'osts. 

Nfarkct simulation of the controlled type is costly indeed. 'Hie cost of 
maintaining dealer relationships, local warehousing facilities, truck fleets, 
and research personnel requires an allocation of research funds that m.ay 
appear to he inordinate. The cost is justified, howeser, wlun highly pre- 
cise data arc required. Esen so, the marketer must ri'cogni/e that data 
resulting from these highly sophisticated market simulations are ‘■probahle 
truths.’’ .And it is difficult, if not impossible, to ilelerininc tin statistical 
variance because of auditing inaccuracy, (he extent to \shieh tlie nalioria! 
marketpkicc has been .simulated, and other nonst.atistical errors of a nou- 
rncasurable type. 


CoNTr.ou.i:D E.x.i’r3U.Mr,.NTATinN in' .M.snKrrnsr. 


Measurement of pcrfonnancc is cnomiotisly more co.mplic.aterl in 
marketing than in the physical sciences. In contrast to physics or 
try, in ssiiicJi lahoralnry situations can he developed for highly controlkd 
c.xpcrimcnis, marketing involves people. .As Seymour Hanks las ssrit'nr,-* 
"AU marketing data, no matter hosv derived or colk-ctcd, stern from .ic- 
lions of pc-ople.” Tliis simple fact greatly ni.agnifli-s thi' rc*^e.uc!i( r's prob- 
lem in measuTcraent. 


.As marketers strive for gre.ater tn.ifketing e.Tciepry. it 


!<, jer)*'..UV 


lliat Ihev }k' able to fletcnnin.- (.and prediitl) the sah-s and profitabn;:} 


ifTect of the m.irkcting s'.iri.ihh's they rulminv 


llie I li.irg*- e-f gr-.U 
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waste often made agamsl marVeting is to a large extent the result of an 
inability or unwillingness to obtain better infoimation which m turn leads 
to greater marketing efficiency One of the goals of the marketing man 
ager and the marketing researcher should be the isolation of the impact 
of marketing variables or stimuh so that more efficient markebng will re* 
suit To achieve more efficient markebng is the purpose of expenmenta 
tion in markebng 

Markebng personnel spend a large part of their bme mestlmg with 
such problems as these 

• Should we increase or decrease our adverbsing appropnabon? 

• Will our sales and profits increase if we loner the unit selling 
price of our brand^ 

• Should we hold our adxertising appropnabon constant but 
spend a percentage of our allocation on newspapers rather than 
all of It on television? 

• ^Vh^ch of the three pomt of purchase displays v,e are consid 
ering will have the greatest effect on increasing sales^ 

In short the list of the marketers concerns is almost unending However 
the problems listed plus a host of others lend themselves well to experi 
mentation— m regard to certain types of products Consumer goods for 
example lend themselves to expenmentabon more readily than such in 
dustnal products as turret lathes and bottlmg machinery Consumer goods 
enjoy a frequency of purchase that permits experimentation wthm 
feasible time periods that is not possible with products having an m 
frequent purchase incidence 

Advantages of experimentation The primary advantage of controlled 
experimentation in marketing is that it provides the marketer with a 
basis for inferring a causal relationship between the vanable being mcas 
ured and sales profits or whatever factor that the marketer hopes the 
variable will affect Experiments ha\e been defined as “studies in which 
implementation involves infenention by the observer bejond that re 
paired for measurement Phrased differently an experimental procedure 
is traditionally thou^t of as one in which the researdier controls — 
:ally if the advertising issue is $1 million versus $2 million how many 
I'ariable whose effect he wishes to study Certainly the experimental 
procedure must not be confused wlh the common “hit or miss” tech 
nique To the contrary it is a sophisbcated measurement method assum 
ing ever greater value to the marketer 

Nonmarkehng experimental work has been conducted for many )ears 
in agriculture biology chemistry and other fields More recently social 
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scicnlists have begun to iicc cxpcritncnN- in tl'.rir d;>^r.ip:in. Only disr- 
ing the past fev,- years, liowcvcr. has etperimentaiion in rn.ir') rtint; <b'- 
ve’oped to the point when- il is Inily usable by rnad fting decision tr.at (tt.-' 

The underlying key to experimentation is tin' nah/ation th.it the pri- 
mary interest of the marketer and Jiis resc.archor is jn a "cmipariscn 
of alternatives, not in the establishment of absolute sallies ■ In other 
svords, the designer of the expenrnent must rcco^nire that .1 limited 
number of marketing alternatives are being subjected to ine.tsnrcin' nt. 
These alternatives have to do with choosing, for cv.unple, betv.e<n (v,o 
advertising IcwcJs, among three price levels, or between (wo contnint rs 
having dissimilar costs, .‘iftcr the alfcmalivrs have lyen precisely and 
clearly stated, the decision criteria arc developed, bec.iusc tin* seieclion 
of advertising levels, for evaniplc. is a dncrce-cosl decision the rlFcct 
on sales must be measured Sales constitutes the reles.'uil infnnnatifin. 
with profitability being the ultimate criterion for decision, .\fore spcdfi- 
cally, if flic advertising issue is SI million versos '■2 million, Isow niativ 
more units must be sold to justify doubling the ndvertisini: appropriation'-' 
Experimental research in rn.irkcting contributes to this fyp - of docirion. 

Ex’perimental procedures can also be employed when s.ih-s is not the 
relevant information or criterion, as in detennirung the effect of on'- 
particular advertising-copy phrase or theme on the attitude of a mirfd 
segment toward a specified brand or prodiut class A discu'sion of ex- 
perimental v.ork in this area will be found in Cli.ipter 10. Here, our 
primarv- conceni is predicting sales v.ilhin the fr.inuwork of .iltemativ-e 
marketing variable.s — whe-n a ri-ioasurcm'-nt of s.iles is ri'juired b'-eause 
of the nature of lii'c decision itself, that is, win n a diverse-cost d( cisi-m ?n>i<t 
be made. 

The c-liief hencfil of the c-vjKriment.d procedure is that it ( mb!' s 
\-;>riab]es not being m’'-asure(! to bi held cxmst.nnt or at least to h.'.ve tlieir 
effects randomired Tliis iu-nr.ht, bowevir. c.aunot be nebi'-ved m nur- 
keting easily. .A' Erederick E Webster, jr.. s.ud in smnunfi.ring .r sj?"<h 
by Charles K. Rnmoud.'-'- “Il takes time, mom-y. skill m dfsiejnu'g evp-ri- 
merits — and a little luck.” Esp'-’rimejitation is the only rr'e-ircii pie.redure 
for solidiv esfaidish.iiie f.sr.v.ii rel.itioiiship. m mu!.' ting, .uul its uu — 
v.licn ncci'ssarv — jnstines its lOsts. 

kV(-(jkn''sves 0 / rxperi.'iir nf'..'ion m itusTh< iin:Z- h-s en the most ( luliusi- 
astic advocates of experimentation in marhituig must adirat its vntf- 
n'esses. It is not a cnre-.rll. Its in.utupi.icn bovevir. do m! jurchade 
the cinplov-nient of the cvp- nmcntal metliol. I’lrfrd mfuiination is m! 
rcf|uired. cv-cn when prrdictui’g .sih^ .\ lu'iwh'dei- of the pro.-‘ei!urt- s 
weaknesses w-ill rdd in an evahmt.on of its ovira!! appro -.cli. Its liinit.i- 
tions have b'.'i n xiumnari/ed by I\on.dd E- 1 rank.-' 
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1 Expenments typically must be limited to measunng short 
term response but long term response is often relevant in 
marhebng problems 

2 It IS usually “expensive” to measure accurately actual sales 
inmdividual experimental units 

3 The variability of sales — ^whether between families dealers, 
geographical areas or time periods — is often large by com 
panson wth hoped for responses to marketmg actions 

4 It IS difficult to prevent contammafaon” of control umts by 
test units 

5 It IS often difficult except for very short periods to execute 
experimental designs properly when they require people in a 
marketing organization to behave differently than the} would 
otherwise have done 

6 It is often difficult to make marketing expenments sufficiently 
realistic to be useful 

7 Expenments raise “secunly” problems of a more senous na 
ture than those associated with surveys 

8 The mortality of experimental units is relatively high m mar 
keting expenments 

These limitations of course are not restricted to expenmental studies 
Problems of secunty cost, vanability of sales and depth of realism are 
common m many t^es of nonexpenmental research efforts The elunina 
tion of mortahty the prevention of contamination and the proper execution 
of expenmental designs are the responsibilities of the designer of the 
experiment A high degree of creativity and a sound knowledge of the 
availability of research facilities go a long way toward overcoming many 
of these weaknesses 

One of the most frustrating problems of expenmentation in marketing 
IS its inability to detect small changes in effect ^\'hen a firm the size of 
Procter & Gamble for example makes a decision that might result in a 
2 or 3 percent sales mcrease it is particularly desirable to have this 
change leEeeted An analyse of tnany studies of an expervmental nature 
the grocery product and household care categories reveals the inability 
of store panels to reflect small changes unless the studies are conducted 
over long periods of time and with large numbers of stores ® In the 
study conducted by Market Facts Inc the standard error (for store-panel 
means expressed in percentages) was reduced from 15 percent to 5 per 
cent when the study was extended from 4 weeks to 20 weeks and the 
number of stores audited was increased from 10 to 40 Exhibit 45 shows 
the results of this research Expenments of this scope are expensive to con 
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duct, nitliough when the decision justifies it (in tenns of proHt conse. 
quences and managerial disagreement J tlse cost tan he r( tump'd many 
times in the form of more profitable decisions 

If the marketer keeps firmly in mind that hr does not require jv'rffct 
information, then he will realize that even cvperimentai ssork with some 
IrnoMTi contamination can make an important c-ontnhntion to tlx- decision 
makers. Tlie goal of data is to reduce uncertainty. Iiarelv c.in data be cs- 
pcctcd to eliminate it, nor is it necessary to do so. 

Types of experimental driigm. Tlie \aritty of experimental designs 
is wide, ranging from simple, cjuasi-cxperimcntal appro.iches to highly 
sophisticated, costly, and time-consuming efforts For the statistician sscli 
schooled in e.xporimcnlal design, the selection of the appropriate dtsisgn 
is a relatively easy task. However, the statistician, the marketin'.: dccisi'sn 
maker, and the marketing researcher must all agree that they umhr- 
stand the goal of Uic c'.xpcrimcnt before its design is undertaken. Whin 
diverse-cost decisions are under consideration, as in this chapter, s.ih s 
must be predicted because sales constitutes the most dcsir.ible criterion 
for this txqie of marketing decision. 

Tlie fact that data on future sales are to bo sought influences (he 
type of experimental approach to bo selected. For example, the auditing 
of retail outlets under specified conditions presents ccrt.iin advantagis 
and disadx’.intagcs, in contrast to obtaining s;i!e.s data direct from th<- 
ultimate consumer. Experiments involxing attiludinal (not s.des) tlia.iiges 

EXfllBlT 45 

RHL.i.TiVE STAN'DARD Erpor? for 
STORE-PaNTL kfEAKS FOR FOOD PRODUCTS 
(Bxl^rcsirt: in Pfrcer.ts ar.d Assu-.:-/^ Kccl-'y of SO) 

[Sourcel L’nd.i!C£j, p:i’. r.tctj- circulated rar.-a'icript of X'”;,? t r.icis, lor., O.icaf"-, 
111., dcicribmp oltctnative Mul) drsifos necess.ary ■»>icr. ure-f tbc ef~ 
r-anj’- X'arleics! Dn I'.sc".. Pa-rd cr. dai.a prerated fro-, '.tudie- i 

fto'". !9i>5 to the booHe: prcte.ats s «idc -.arieti of rtuietir-irl 

ccdurca icz reducing erreta threopb cctre basic ns avisn cc-a sriabtee.j 
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m consumers usually require alteiahons m the experimental design dat 
are not alwaj-s necessary when sales are measured -at the retail le\-eL 

Expenmenters occasionally use terms with different or conSicteg 
meanmgs but tliere is general agreement among authonties in the £dd 
on diose employ ed here 

Because of its simplicity file before-after {ttmesenes) cxpawni a 
ftequently used m marhetmg experiments, K sample of dealers, for in- 
stance m a specified market or markets is select^ and the sales of a 
particular product class are measured through the store-auditag p-ocess. 
This provides a base period during whidi the \-anahle to be measured 
has not yet been introduced. Upon the compTehon of the base-penod 
audit or audits the \'anable such as a pnee reduction or an advertscig 
mexease is mjecled. The sales are again measured (audi*^ed) for a sub- 
sequent period of time and then compared with the sales of the base 
penod. Anv mcrease in sales is then attributed to the pnee alteration or 
to the ad\ ertising change 

The procedure appears logical enough The sales snlume is at os* 
Ie\el dunag the base penod then, when the pnee or ad\*ertising is 
altered the change in sales can be considered a direct result Howesei, 
this mihal conclusion could ven well be m error Some other >-anable— 
which IS not being measured— could be operating unJmoivmgly m a con- 
taminating fashion \ leadmg competitor for example may wii- 

out knowledge of \our effort— drashcalK reduced its adierhsing effort at 
about the same time the experimental period was gettmg under way Or 
this same competitor ma\ madiertentlv h3\e had a senous oul-ofstod. 
condition deielop m the area of file experiment \n% one of these ina% 
haie influenced sales evoi more than the marketing mnable being meas 
ured 

The selection of a better cnlenon will reduce the measurement prob- 
lem Relying on share of market takes into consideration bow wdl the 
marketer is performing within the limitations of the product-class sales 
aimbhJe to him For example if seasonal change affects sales in an up- 
ward fashion the marketw must make certain fiiat he can separate the 
effect of seasonal change from the effect of his pnee reduction (o’* the 
marketing s*anable being measured) It would be mis’eadmg indeed to 
attnbute all of the sales mcrease to the pnee reduction when much cr 
eien all of it was due to a change in the weather Share of market en- 
ables the decision maker to isolate his own marketing \anable effect fresn 
certain outside effects such as seasonal change 

Exhibit 46 illustrates the manner m which an absolute sal-s increase 
could be misleading TTie firm marketing Brand A is attempting to deter 
mme let us sar whether an ad\‘ertKmg increase would be justified hy its 
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conlnbuhon to profit through a required increase jn sales Brand A 
ranks seoind m its product class with weekly sales of $36 000 repre- 
senting a market share of 20 percent Brand B, the leader, has a market 
share of 40 percent 

Four weeks are spent in establishing sales levels in a group of sample 
stores Then the advertising of Brand A is increased X percent or 1 dol 
lars Brand As sales climb from $56 000 to $90 000 weekly Its share 
of the market nses from 20 percent to 25 percent As Exhibit 46 shows 
much of this sales increase was apparently caused by some factor other 
than the increased advertismg Perhaps the vanable w as a drashc seasonal 
change that happened to coincide with the initiation of the advertismg m 
crease Of the absolute sales increase ($34000 weekly) nearly half ($14 
000) was caused by the outside variable The balance ($20 000) resulted 
from the advertising increase — assuming that no other contaminations 
such as a competitive out of stock situation entered the expenment This 
assumption seems fairly reasonable because Brand B s share remained almost 
constant falling off because of Brand As advertising e0ort onlj to a slight 
extent Apparently, Brand A drew most of its increase from “all other" 
brands 

The marketer of Brand A must now apply this new market share 
figure to his estimate of industry sales seasonally adjusted and detennme 
whether this sales increase will in fact benefit his firm by increasing profits 

But one underlying question remains To what extent arc total indus 
try sales affected by Brand As advertising increose^ WTicn the manager 
of Brand A applies his new share of market percentage against industry 
sales should he make an adjustment for the extent to which the additional 
advertising boosted total product class sales^ In other words adjusting 
only for seasonal changes may not be enough To determine exacll) what 
adjustment should be mide calls for another t)pe of approach — fhc he 
fore after experiment uith control group 

Essentially the purpose of adding i control group of deal^n to the 
original before after experiment is to measure the effect of Brand As 
advertismg increase on industry sales It is quite possible that Brand A 
through its increased advertising effort may have attracted new customers 
into the product class Unfess brand manager discovers tfie extent to 
which this has happened he cannot precisely measure the sales contnbu 
tion of the advertising increase He must be able to predict total product 
class sales which is the figure against which he applies his new share-of 
market figure 

Total product class sales then are predicted by adding a control group 
of stores to the ongmal before after group with the control group not 
subject to the advertisirg increase Presumably, if the study has been 
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•w-el! executed, the difference in industry sales between the initial b<-?orr- 
aiter group and the control group will be a function of Brand A's ad- 
vertising boost — if it, in fact, did increase the dollar volume of the product 
class. 

Use of the bcforc-after svitli control group experiment complicates 
the practical aspects of conducting the rescardj. Each additional group 
increases the possibility of errors caused by internal measurenu-nt prob- 
lems. TIic groups of stores must be arranged so that any "niL'-matr hing' 
will not contribute to differences in findings. All in-store v.ariablcs irm't 
be held as constant as possible. For example, changing the number of 
shelf facings for one of the leading brands could profoundly affect sales. 
Out-of-stocJc situations — obviously tlic most important sariablc of .al! — 
must be prevented. It is also necessary to make certain that distribution 
is the same for the test and control groups. Chain stores rnu.st be eqtnlly 
represented in die experimental store groups. Actual problems of this 
nature lend to discourage researchers from adopting more sophisticated 
and complicated designs, especially for the ad hoc study. 

Sales data can of course be obtained from sources other ih.an retail 
stores. Samples of indisiduals are employed for conducting experiments 
of this type. An advertising experiment which employed this approach 
was the highly publidzed study conducted by Du Pont on its Teflon cook- 
ware. Tlie marketing altcmalivas were tJirec levels of advertising. The 
decision criterion was sales. Tlic c.xpcrimenl was a modification of the 
bcforc-after design ssntb control group, although it was more coinplicaled. 
Basicxiliy, Du Pont dcs-eloped the cxporiment.il design illustrated in Ex- 
hibit 47. Tlic level of advertising ranged from 'high .adsa rtising" through 
"loss' ads'crtising” to “no .advertising-” The "before” mcasun‘rnent .actu.all}’ 
folloss’ed the hall nds'ertising, but it occurred "before" a .subsequent measure- 
ment that followed similar advertising efforts during the winter. .'\s EsJiibit 
47.shosvs, the data permit a sophisticated an-alysis in sacsv of the distribution 
of advertising levels among all cities during botii fall .and ssanter. 

A simplified version of the results of the experiment .app- ars in Ex- 
hibit -IS. Tire data shoss' purch.ases of Tefion-coate'd cookw.uc per l.f'fiO 
female heads of liousohoids after die xxa'ntcr advertising. 71ic data ssare 
obtained by conducting tcleplionc inters-iews with random s.imples of 
1,090 female household' heads in each of the tist m.arkcls listed in Ex- 
hibit '57, Tnese sales data enabled Du Pont to determine Ow adserfising 
Icsel most profit.abic for the promotion of its product. Tlic result.s of the 
experiment arc* a “.sales prcdictiorT in the sense th.it an expansion of 
tlie same advertising effort on a national sc.aie would result in s.ahxs in- 
creases comparable to those of the c-ontrollt-d e.xprrimcnl conducted in tlie 
13 m.arket.s. 
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EXHIBIT 47 

Experimental Design for Testing Effects on Sales 
OF Television Advertising 

[Source Malcolm A McNiven, "Measwing the Effectiveness of Industrial Advertis- 
ing, 'Proceed ngs Nwtb Annual Conference Advertising Research Founds 
lion (New York City Advemsing Research Foundation, 1963) ] 


Fall 


"fhe Following Winter 

High Advertising 
10 Daytime 
Aduettisements 
per Week 

Low Advertising 

5 Daytime 
Advertisements 
per tteei 

No Advertising 

High Advertising 10 
daytime advertise 
ments per week 

Detroit 

Springfield 

ZTaytofl 

ICichita 

Low Advemsing 5 
daytime advertise 
ments per week 

Cotuffibus 

St Louis 

Bangor 

Youngstown 

Rochester 

No Advertising 

Omaha 

Pittsburgh 

Philadelphia 
Grand Rapids 


Deviations from the classical before after design wnth control group 
are sometimes desirable U'hcn input data are obtained from mdniduals 
occasionally a bias is caused by the questioning itself An Expenmental 
Group II and a Control Group II can be added to the experiment however 
with the treatment introduced into the experimental groups only All four 
groups are measured on an “after" basis Harper Bo)d and Ralph West 
falP° have drawn on Richard L Solomons work®^ and applied some of 
his research in psychology to markelmg The resulting four grouplsvc 
study design is showm as follows 


Experjmenlol Experimental Control 
Croup I Group II Croup I 
“JlRfu'.?” .tWRJAlW.rWftSV .Vi* Jjlf 

Expenmental vanable les Ves No 

“After measurement Yes Yes Yes 


Control 
Croup II 

No 

\es 


If the “before” measurement does influence the test subjects directlj 
and also interact with the experimental variable as is hkel) each of the 
four groups will yield a differtnl “after" measurement Moreover tlie dif 
ferences between the before” and "after” measurements in the four cases 
will be the result of factors that as a result of the study enn be deter 
mmed^” This approach however is very difficult to administer and ad 
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mittcdly, is not often pradical. It involves the co't anti intr-rarics of r-'- 
lectihg four groups raliicr than two, and this requirenvi’n! alone is difFiailt 
to acliicve. Certainly the gain from obtaining data through pooon.il. 
face-to-face intersnewing does not justify the added expense. Tiie em- 
ployment of controlled mail panels, however, males studiis of this type 
at least cconomicrdly feasible. 

It is sometimes inefficient to measure only one marl.eting input or 
s'ariable at a time. On the many occasions sshen two or esrn three mar- 
keting inputs in combination are under consideratiou. jartorial oV'iijri 
permits this measurement. Let us assume that a nnarlefer uishes to de- 
termine the sales impact of two adserlising levels ami tsso price*-. The 
decision criterion must be profitability because of the dnersi* coris of the 
alternatives. Using the factorial design, llie marlettr can lu'-.isure the .'ales 
effect of each s’ariablc separately and in coinhination. The pjoredure is 
costly and usually is employed only by mass m.arlctcrs. 

Ford Motor Company is one firm which has conducted lirre-scal'' 
studies using factorial design. A Ford f.ictorial experiment is ihustr.rled in 
Kxliibit 49. George H. Browi has commented'* on tlie effrctisciu ss of the 
factorial design in general Uiat it 

not only makes possible a measurement of the <a!rs effect ivcui-ss nf raeh 
medium included in (Jic design, hu( creates tJiC oppirttuiit'. to il'-tetToine 
the "interaction” befs’-'cen two media or l!.>' possibility th.'t hef.ui-e one 
medium supports another medium the tv.o in com!."n,ti!()u .ire mon* s'lc- 
cessful tlian the same amount of inonev sp* ! t rei (illur on- of the medi.'. 
separatclv, Fin.allv, such a design also isivos a fust .ippro\im.ifiou to tin* 
question of Itosv much money c.an h- spent on .suverte^uig .'■trice s-sera! 
I'.’stIs of expenditure arc co.nlaiiiccl in the tiesien 

EXHIBIT 4S 

E.vperimental Effects o.v S.ai.es of TELEvtsio.'-; ADvcRTist.vo. 

PL'RCHases of CooirtJ ARE Units Coated siitm Tefi.o.n per 1,000 
Fe.\(aee Heads of Households, jn Tinter Pekiod 


[Source: Mcicotn A. McNiven, "f'Sc.*.5uiinr the EHectixere**^ of IrJietrjsi 
Prctcrcdris^s, Cf.n/r*^rr:r<', /tat rrnrj'rr 

tic-". (.Ncvi' Vore City." Aiivcrtisinr Research Feur. J.-srio-., I*’ 5 '-I 


A » » “T r » 
? u 1. *- 




Lou,* Television .Advert is irg 
iliflh Television .Advertirint; 


Lev Te.Vi.-rrvv 
/■'X "rit.-ve 




f/rr- Te.V: tr;-.-; 
.AS- ftiti-e 
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EXHIBIT 49 

Sixteen* Area KIoltimedia Experimental Design 


[Source George H Brown, "Measuring the Sales Effectiveness of Alternative Medi*"’ 
Proceedings Seventh Annual Conference Advertising Research Foundation 
(New York City Advertising Research Foundation, 1951) J 
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The Latm square design enables the researcher to make allowance for 
any two specific nonhomogeneous conditions likely to affect test results 
For example m order to determine the optimum profits that would result 
from three pricing alternatives the design could specify that customers in 
three sample groups of stores be exposed to the three prices under con 
sideration— a different pnce in each of the three groups of stores The 
Latin square experiment permits a rotation of the three pnce levels 
among the three groups of stores throughout a penod of time This pro* 
cedure m effect introduces another independent variable the bme penod 
These two independent variables — pnce and tune — are then controlled 
or at least randormred by the employment of the Latm square plan A 
typical three by three Latin square involving pnces store groups and tune 


penods is represented as follows 

Store 

Groups 

Audit Period 

1 

2 3 

I 

A 

B C 

II 

B 

C A 

III 

C 

A B 


Tibf iVrtfi? piiutfsr scv iVtvAvavtet? bf AW dipute’ AntAa’y A, ^ aW £"■ .As iW 
chart shows each pnce is tested only once m each group of stores As 
Boyd and Westfall point out this could be construed as 12 “after only 
designs However, m effect each price acts as a control group for the 
others and the sum of values for all three of any one price level should 
show the sales achieved widi that pnce — the effects of differences in 
stores and time periods if any havmg been averaged 

While the factorial design is useful to the marketing researcher be 
cause It enables him to detect mleractions among treatments (or varu 
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Wes), the Latin square docs not mcasvrc thi'^e interactions emon^ toria-^ 
hies. In essence, tlic Latin square yields c'-.tini.ites cl the cflrcts of the 
v.iriables under consideration — independently and not v.-jth rc-'pect to their 
interaction. It permits a simpler design, less cos'lv and more manageable. 
One of the problems faced by the experimenter employing the Latiti 
square design is the possible order effects, \tqien price lex els, for example, 
are being tested, it is quite possible diat the losvest price v.-.ll stimulate 
s,iles for a certain period of time and cany over into the subsequent lime 
period xvhen the same group of stores is exposed to a higher price*. Tliis 
effect is not serious if it can be measured, and llic double chnnse-over 
design can be used to aebteve this measurement, basically, the double 
changeover design is a second square following the first. IIov. ever, as 'sill 
be seen when the following illustration is compared ss'ilb llie prexaous 
one, the sequences of prices (treatments) in the tss'o squares axe reversed. 

Store Croups 

Audit Period 12 3 -15 6 

I A B C B C 

11 B C A C A B 

III CAB B C A 

Tlie reversal of price sequences permits the st.atislician to measure the 
extent to which the carryover effect contributed to tlie possible error in 
the data. 
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Non 1 n on e t aiy Measure! n eii ts 
As Marketing Decision Criteria 

S ALK rncDiCTioNs, NO NfArrnn how lAirntCT-t:. Ann .vtaA^Anv ion 
divcrsc-cosf marketing decisions hccausc of tlic need for computing 
such monetary’ measures as rate of return on insestmenl. cash flow, and 
contrilnilion lo profit. In every btisine.ss firm, somebody som'-liow in. ties 
the necessary .sales prediction, either kno'singly or nnknov. ingly, rither 
roughly or precisely, on the basis of cither sophomoric or highly sophisii- 
cafed data. 


NoN.StO.VCTARV ACTJONAPLE DaTA 


As discussed in previous chapters, m.any marketing decisions do not 
rerjuire monctarv me.isurcs precluding s.des as the decision criterion or 
as relevant infoVrn.ition. These decisions that do not retphre nvmet.’.ry 
nie.isures .ire idcntical-cost decisions, in which any one coune of nrlr^'t- 
ing action cost.s tlie s.une as aiiv altirnatise decision choice. \\h(th(r !n 
cli.mge a product's fonmil.i (rct.iining the .s.mie product tost), v.lathfr 
to choose .Advertising Theme A or Jl, ami sshether to a!!oc.!t!‘ miw riising 
funds largely to television or to nc^v•^p.^pe^: arc all es.implf'S of tKcu'Oji 
altem.ilives with identical costs to the m.arkefer.’ 

The critcri.a fin.ally sekettd for this dccisiwn typs- trr.rrne from di-.us- 
sions betsveen the rnarketin" detision makers rind tlic markituig rtn-irch 


2.?3 
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team The decision making process let us assume has already pro- 
gressed from the environmental stages through alternatives A need for 
data has caused a decision delay The marketing managers are now in the 
process of selecting the most appropriate criteria If one considers the wide 
range of conditions that lead to cntena selection he realizes at once that 
no one rule can be established for general use Not many marketing situa 
tions repeat themselves and researchers and marketing managers are con 
stantly seeking mnovative ways of gathenng information The le\els of 
profit consequences and managerial disagreement the limitations placed 
on criteria selection and the specific nature of the decision itself all blend 
to form the mdmduated deasion making process and like the patterns 
of a kaleidoscope never seem to come together a second time m exactlj 
the same way 

Altliough decision replicas in marketmg are rare many nonmonetary 
criteria are used repeatedly Such measures as consumer or dealer pref 
erences attitudes stated intentions to huy and several types of non 
purchase behavior {readership listenership and viewership) are m com 
mon usage They are employed in an endless variety of ways dictated by 
the wide range of decision situations Marketing decisions most often em 
ploying criteria of tliese types include new product development adser 
tismg message advertising media selection and pricing (when the nature 
of the pricing decision dots not permit the use of sales as the entenon) 
Other marketing decisions including packaging brand naming and de 
signing or styling also use nonmonetary criteria The discussion here 
treats the first type of decision more thoroughly because the latter type 
(packaging brand naming designing and so on) uses highly similar pro 
cedural approaches 


Deosions ov Product Development 

Product development activities present a continuum from minor \’an'i 
tions in an existing brand to totally innovative products Schematicaliv 
rfieir range is iiVUsTraTeu’ on rile opposnA? page 

At one tune all products on todays market were completely new Cake 
mixes television automobiles and even bathrooms represent mnova 
tions — and marketing decisions — of previous years For once a product 
Ins been commercialized the marketing man makes thousands of subse- 
quent product decisions about vvliat varntions to initiate and when to p t 
them into effect Ufien th sc alternative changes do not introduce addi 
tional costs the decisions need not be based on specific sales predicliom 
Although It IS true that to change the color of an appliance or the Ba\or 
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Conlintium 
of Product 
Development 


Minor Variation r 
. . . Ca^c-^ 5 « FJas or 
. . . Cigarette Length 
. . . Food Mixer Exterior Design 

Major Variations 
. • . Color Telcx-ision 
— Paperback Bool; 

. . . Compact Automobile 

S’eto Product — Kr.tahlUhd Effect 
. . . Onc-Picce I'lbcr Glass Batlirrom 
. . . Bniforv-Poxvcrcc! Auinrr.obiie 
. . t Syntlictic Milk ceitn Buttorfats and Solids 

New Product — AV'!£’ Efftet 
. . . Sound-Harrier Building Materials 


of a cake calls essentially for a prediction lliat iobd sales will inenMse, 
this estimate need not be precise or stated in terms of sales. Whether site 
change will result in a sales increase is important; how much .sales nill 
e.xpand is not x’ilal — gieen identical costs. However, it xvill be remt-m- 
bcrccl, whether to introduce a new product nationally, for example, in- 
volves alternative uses of corporate fund.s; thu.s a prediction of sales is 
necessarx' in order tlial re\-cnue and profitability can be compared with 
other possible uses of the funds. 'Iliis tape of decision was discussed fully 
in Chapter 9 . 

With a few exceptions that will be considered, identical-cost d('- 
cisions in product dcvelopimnt include tho^e from tlie iiiitiai tones pt up 
to hut not including xvlu-tlier to commrrti.di/e the product. Tliey iiitliK;'- 
determining if.s pliysical .ind psxi hnlogic.il attributes (for example, its di- 
mensions, quantity, shape, color;, it.s cpMlity lexel (for ex.imple, in 
aged bakery products, iiigh butter rontent vrrsii.s sug.ir levt'l), and ib. 
pcrfomiance level (for e.xamplc. automobile weiglit veriais mihagi- icon- 
omy). .Almost all of these decisions can be basf-tl on rionmonet.iry criti ri.i 

Product-ronrept dcchtom. Gmeept d'-cisions invob e the tentatiie ai - 
ccptance or complete rejection of product concepts, '111'".'' cornepts are 
screened to a workable number fh.it appear to Ii.rvc the be=! th.m'is of 
marketing success. Tliis screening is a critic.il point in tlio life of any 


new product, and escry marki ting man liter xxonder;. hnv, m 
nets that michl leave b<en commercinllv sutcw.sfu! \s>tc liliid d 


.ny pml- 


enibrx’onic stage. Tentative :‘e<ep;.tm.t or outright n j- 1 
or .st-rWees in the comt jrtu.il st.ige c.innot. o! <x‘iur'e. cn 


tiun of preluits 
qdnv sjles liU-is. 
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ures as criteria because the product or service does not yet exist Mere 
over, the acceptance of a concept does not mean that a product will b 
marketed It signifies a measure of tmticl consumer mterest It does no 
guarantee that a product will succeed or that a great effort vvill be me 
bihzed to commercialize the concept The criterion, then, is the con 
sumers initial interest in a conceptual product or service Favorable m 
formation leads to further de\elopment, with the concept conhnuin 
along the road to later rejection or marketing 

Product concept research involves the exposure of market segment 
to product ideas m an abstract way through words, pictures, or diagram: 
Normally a concept is not specifically described The researcher seek 
corisumer reaction to a total concept or idea To portray it in an oved 
specific manner risks consumer evaluation of its particular feature 
rather than of the concept itself as a whole The entenon is the natur 
of consumer reaction in the form of attitude, interest, indifference, su^ 
gestibihty obstinacy and so on All data revealing the level of mitii 
interest are descriptive rather than experimental 

The greater the degree of concept remoteness, the more difficult tb 
statement of decision criteria becomes In the case of a really far fetche 
concept not only must the marketer deal with an absence of compan 
tives and known standards, but be must also deal with his lack of know' 
edge about which market segment should supply the infonnation h 
needs In fact m many concept tests the vaiying levels of initial interes 
lead to consideration of specific market segments for further testing i 
well as ultimate decisions on segmentation (if the concept survives sul 
sequent developmental decisions) 

The criterion of initial interest has two dimensions — ^breadth an 
intensity A majority of consumers intensely interested in a concept repri 
sents an ideal reaction, but a small consumer segment mtensely intereste 
may also represent a market segment that offers a profitable opportunit; 
The most difficult reaction to interpret is a combination of wide but mil 
interest In such a case tentative acceptance is m order, but addition; 
research must be conducted m order to reduce the uncertainty A sophi: 
ticated and ingenious marketinj; researcher can readily develop studif 
that overcome iliese interpretive problems 

Product attribute dccuions The marketing environment leading t 
product attribute alternatives relates to whether the attributes under cor 
sideration pertam to a newly conceived product not on the market c 
to an already existing product With the product concept, the decisio 
maker is attempting to form a product almost out of whole cloth or tbi 
air During the early stages the product characteristics are nebulous an 
the concept is ill formed At this stage nonquanbtative mformation rf 



Nonmoncicnj Mecztircmcrtts As },fcrkct:np Drri^inr, Cr-.'rrw 


suiting from informal group interviews among consumers is often sui;: ;■ n! 
because the decision makers are seeking to establish altfn.itivc attri- 
butes. Tliey are also considering varying levels or combinations of attri- 
butes. Frequently, nonquantifativc information leads to rapid formubamns 
of alternatives and attributes, and action can then be t.akcn i.mrnediatelv. 
tlie product is developed, little quantitative testing is c-onducted unld 
eitlier prototypes are produced or firm and specific deicriptioris of it .ue 
prepared. 

At this point the product-development procedure resembles that for 
the new version of an e.risting product, and the criteria and necd' d inform,'.- 
tion for both follow similar patlis. For example, a prodiu t’s color and 
exterior design represent decisions tliat must be made — win tber the pm,!- 
uct originates from a concept or is an existing item being improved 
Wietlier the decision under consideration represents a minor or ni'jor 
variation in the existing product or a variation in tlic prcconccisud idea 
of a nesv product does not affect tlic criteria on which the decisions 
ultimately will be based. In each case the nature of Uic infnrmaiicn 
needed relates to the profit consequences and the level of disagreement 
among the marketing decision makers. 

Seemingly slight product changes in existing items can profoundly 
affect sales and profits of a mass-marketed brand. .Altering tin; fl.v.or c'f 
a widely used brand of toothpaste, for example, may alter sales by no 
more than 2 or 3 percent, but lliis shift in demand will markedly inen an' 
or reduce the profits of its manufacturer. Tims many identical-cost de- 
cisions in regard to existing products trigger undesirable profit const,- 
qucnccs if a wrong course of action is taken. Costly and thne-ornsunnne. 
studies often are required to reduce (he clinnccs of making an ineorret f 
decision. It is essential that an appropriate criterion be scb'ctcd for refiecting 
consumer preference or acc-cptance or whatever factor the marketer is 


attempting to measure. 

In obtaining data for making procluct-atlribiitc decisions, the mar’Htini 
researcher employs either one of two analytical procedures; descriptisr or 
c,xpcrimental. Descriptive data, as pru'iifcd out in Chapters 4 and T, c.ui 
bo employed for developing an environnienf.il sUu.ition or far aiding in th" 
selection of the most profitable altcniativc. ,-\s envirenrn', rital data thty e.».n 
be so surprising and yet so convincing tiiat ai’rrnativrs .are po:''d inusv- 
diately and, witli unanimity among the decision m skers, rapid action is 
taken, let u.s say, to change the flavor of a br.md of soup. Dccisuxas, Iiow- 
ever, do not alw.ays move that quickly from ensiroruntnS to .nction. V-i.en 
managerial disagreement exists, the product deselopnwnl derisinti is de- 
layed. and the criteria suggest the med for di'cr.ptivc infnrm'iti.'n. In a e 
case of grocery and drug items, for ex.imp!'', !b’‘ prc-dnr's ran h-' plu-tJ 
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With consumers for testing purposes, wiA half of a sample receiving the 
soup with Flavor A and a matched sample wth Flavor B After a certain 
penod of time, the marlceter obtams the reactions of the sample, and 
he finds that 60 percent prefer the soup \vith Flavor A and 40 percent that 
With Flavor B The results represent descriptive informabon. (Some stat 
isbcians would consider this “quasi expenmentaL") Provided this study 
was admimstered correctly, the descnpbve information obtamed from it 
can lead to a decision The cntenoo statement, in simple terms, would be 
“If one of two alternative flavors of soup is preferred by consumers of 
this product class, then we will produce and market the soup with die 
preferred flavor” 

Consumer product tests represent a common type of study that yields 
descnptive data for product attribute deasions A product with Formula 
A IS compared to the same product with Formula B by testmg each with 
a matched sample of consumers If the differences m product charactens 
bcs, such as color, shape, or size, are readily apparent the marketer 
need not concern himself with whether the participants m the test rec 
ognize the difference However, with products that appear to he non 
differeniuitedj it is quite conceivable that charactensbcs the manufacturer 
or food processor feels make a great difference may or may not be de 
tected by the consummg public— especially when these differences are 
not stressed The aitical question is whether a consumer’s stated attitude 
toward products after one tnal represents an accurate reflection of what 
his attitude would have been toward the same products m the market 
place There are several reasons for questioning the validity of these re 
sponses On a purely a pnort basis, it js possible that the product test 
situation differs greatly from its normal use situation In a test a consumer 
may try one product and then another almost simultaneously This neces 
sity to examme and react to two products at almost the same time dunng 
a product test may mean that the consumer is much more sensitive to 
product differences than he would be in a normal market sihiation The par- 
ticipant realizes he is in a test situation and is therefore more hkely to 
assume that there are differences among products and that he is expected 
to find them In the market or normal use situation, the consumer does not 
make these assumptions Hence the marketer caimot always rely on the 
one time stated preference The desire of the participant to perform well 
makes him perhaps exaggerate, imagine, or even fabncale product dif 
ferences The marketer must make an allowance for this bias 

To make this allowance calls for a procedure that measures the re 
liabihty of consumers’ stated preferences Testmg rehability can be 
achieved by takmg a systematic look at the consistency of the responses 
This method is termed paired in sequence consistency, a procedure 
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that aids considerably in eliminating the effects of purely random varia- 
tion and differentiates between those who arc consistent in their choices 
and tliosc who are not. The actual test procedure for two product aln na- 
tives frequently involves severaf pairs of the products— unlabclcd. L(t us 
assume, for example, that a test involves a soft-drinh brand .mu! that 
each participant in the lest will be given 12 products in six p.airs. Each pair 
will contain a new-formula product and an cvisling-fomuila product. For 
discussion purposes, let us further assume that the sample of p»'r.'nns 
tested is drawTi on a probability basis, with both buyers and nonbuyers of 
the brand under test being equally represented — for analvsis purposes. 
All twelve products are numbered in the sequence in which llicy arc to be 
used by the pardcipants.- 

Each participant is instructed to consume the prodtictc in a manner 
normal to him. The only restriction is that at any one "sitting" the par- 
ticipant should consume or use approximately equal quantities of the 
next pair, in sequence. Obviously, the procedure ssill vary depending 
upon the nature of the products. Tlic tester is asked to make the six ilif- 
ferent comparisons without Imowing whether the same products have lieen 
used in any of tlie pairings. The assignment of evim or odd numbers in 
each pair is made on a random basis. One distribution of pairs would be 
as follows: 


Pair 

Product 

Use 

Sequence 

Product 

Use 

Sequrner 

A 

New 

1 

Existing 


B 

New 

3 

Existing 

4 

*1 

C 

Existing 

5 

Nexv 

6 

D 

E.xisting 

7 

New 

8 

E 

New 

9 

Existing 

10 

F 

Exisb'ng 

11 

Ne-.v 

12 


In making his response, the participant designates a preference from e.ach 
pair. As a result the marketer has a measure of preferencr' for t.ach 
respondent as xx’cll as the consistency of that preference*. Tliis proeedme 
minimi/tes the effect of guessing or 'fabricating prcferencf's. Without tiiss 
check on consistency, preferences that are really noiie.xLstent .aod isn cb'- 
ment of random error to findings. Suitable controls can be institutr’d 
to insure that tests are performed in the prescribed maniwr. .Such controls 
depend upon tlie ingenuity of the researcher and, of co’in.e. tmntnliute 
to lessening error in the survey. 

Tlie marketer cm gain valuable knowledge by looking at tlie findings 
resulting from a lest of ibis t\qre. Its goals arc to eiimi:i.a*e tlw effta of 
]nircly random variation (the preferences the rcsc.irclicr would obl.u'n 
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if the tester did not taste the drinks but merely flipped a com) and to 
differentiate between the testers who are and are not consistent m their 
choices In Exhibit 50, the findings m Colurrm 2 would result if there 
were a marked preference for the new product over the existmg formula 
Colurrm 3 shows the effect of relatively Ionv discnmmating power among 
most people and a preference for the new formula product among those 
who are consistent in their preferences Colurrm 4 gives the results winch 
would be obtained if no perceptible differences existed behseen the two 
products In such a situafaon choices have been made on a purely random 
basis and, in one sense, would be the same if people had not tested the 
products but reported preferences anyway 

Descriptive studies tend to be only curiosity satisfiers unless decision 
cntena are stated in advance and the marketing managers agree on the 
basis on which product decisions will be made In the soft dnnk, pref 
erence-consistency study the criterion could have been stated thus ^{ the 
new fonnula is preferred by consumers and nonconsumcrs of our brand, 
then we will produce the new fonnula. if the existing formula is preferred, 
then we will conlmue with the existing formula ” Decision cntena can and 
should be more specific and meaningful because marketers attach more 
significance to some market segments than others It may be univise, for 

EXHIBIT 50 

Level of Discwminal Poter 

CSottieel Product Research MeibodotogyiChicago, 111 Market Facts, Inc,, 1962} ] 


Thts Percentage of Testers 




Theoretical 


Low 

(Random) 

Marked 

Dtsertmtnal 

Nondiseriminating 

Preference 

Power 

Pattern 


Preferred "New” to “Existing** 




Formula This Many Times 

% 

% 


out of Six 




None 

1 

2 

1.6 

One 

7 

3 

9.4 

Two 

17 

25 

23.4 

Three 

20 

21 

31.2 

Four 

30 

22 

23.4 

Five 

15 

10 

9.4 

Six 

10 

7 

1.6 
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example, to treat both ciJs!om'>r5 and nonenctomer? ivjinlh'. Marbl- 
ing strategy may perhaps dictate that custom'’rs be gieen p'-iraarv- consid- 
eration, Alternatively, there are many situations that could casj'e tl.'' m -.r- 
kch'ng or brand managers to be influcrrtrd more bv the prcfcnnrr'^ of 
noncustomers. The consislonrv check is actu.illv a refincr'e'rit in procedure 
aimed at making certain fiiat reported preferences are true pre fen nces 
and not the result of a random distribution rcsultin" from a confus’on or 
fabrication on the part of test particip.ants. 

One of the b?.sic contributions of cxpCTtmcnial iiudirs is their ability 
to measure the intcrnciion among product allribute variables and their 
effect on sales. As difficult and expensive as the evp.jriments often .me, 
their use can bo justified when a need for highly precue data exists. L< t 
us c.xamine the case of a soft drink under considemlion for marketing. .\n 
attempt is being made to find the formula with tlie most accept.ihle taste 
appeal, A factorial design will pc-rmit the measurement of two critical 
product variables — flavor intensity and sugar level — and the determina- 
tion of the most acceptable combination of levels. Both sugar content 
and flavor arc varied each at four levels, yielding 16 product fomuil.i- 
liom {a,h,c.,. p), as shown in the following diagmin: 


riavoT- 

Inlcn»tij 

Levels 


Sucar-ConU Tit Li'vrU 
I 2 3 

a b c 


m n o 


<1 

d 

fi 

! 

P 


T)ie consumers of leading compefifive br.inds of soft drinks presum- 
ably constitute the group from which the sample of pirticipants is dr.rwp 
Tlicir selection is dictated by the nature of the inarlct tow.nrd which the 
marketing or brand managers arc aiming their product. Ihe extent to 
which the sample prefers a specific combination is deti rrmni-d through 
attitude-scaling devices measuring intensity and conw'ster.-.y of pn ff-r- 
encc. The data in the follow’ing table iliustrnte tlie .iver-xg'* pri’fercn'.e 
scores for pairings, each rated by an indep^'iident, m.’.tched .sanipli' of 
parlicip.ints on a scale from 0 to 10 ( low to high } : 



Suztsr Con.'snt 

L< rrlr 



I 2 

3 

4 

1 

iOf.A f.O'h) 

r>oic'> 

.16(d) 

g 


5.1 tc) 

3''{h) 

3 

Kbit 

5'3(k) 

-} ml} 

•f 

P2{ni) G4fn} 

6 2(0} 

3.-2 (p) 
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Among the varying sugar content levels, as the table shows, the best 
hked on the average is the second — down all four levels of flavor inten 
sity The best liked flavor is the third level — across all levels of sugar con 
tent However, the preferred formula combmes the second level of sugar 
content with the third level of flavor mtensity (/), while the least liked 
combmes the fourth level of sugar content wi& the fourth level of flaror 
mtensity (p) 

Consumer preference has been the decision criterion m the employ 
ment of the multivariate designs just described. The soft-dnnk bottler, 
for example, could have used this cntenon statement *!£ consumers 
between the ages of 10 and 19 who have drunk at least one bottle of Soft 
Dnnk Brands X, Y, or Z during the past month have a stated preference 
for one of the 16 combinations of flavor mtensity and sugar content, then 
we will market our brand with that combmation ” The assumpbon is made 
that the levels of sugar content and flavor intensity will not have a percep- 
tible efi'ect on product cost If varying the sugar content or flavor mtensity 
would cause great product cost differences, the marketing manager and 
his research duector may consider another cntenon, such as piofitabibty 
measured m terms of sales and resultant revenue The problem then be 
comes a dissimilar cost decision. 

Studies of this type need not be reslncted to food, grocery, or drug 
products Manufacturers of such bmidmg matenal products as floor, ceil 
mg, and wall coverings face many decisions that adapt themselves well 
to this type of experimental design Color, finish, pattern, and shape are 
all vanables appropnate for su<h expenmentabon Appliance manufac 
turers, too, can employ this procedure for determining the optimum com 
bmabon of product features 

Data sources One of the mam deterrents to usmg experimental de 
signs m product development research is the high cost of data collection 
When the marketing researcher talks about tesbng four sugar content 
and four flavor mtensity levels, he is suggesting a four by four factorial 
experiment, or 16 “cells Each cell calk for separate and distmct inde 
pendent and matched samples of consumers Each of the 16 samples 
must be sufficiently large to yield a degree of accuracy acceptable to the 
researcher and the decision makers Advanced stabsbeal analyses permit 
relahvely small sample sizes per cell, but— dependent upon a variety of 
statistical considerations — each cell could be composed of 10, 25, 50, or 
even 200 test subjects Presumably these persons would be selected ran 
domly so that the characteristics of those comprising one cell would be al 
most identical to the characteristics of those constituting any other cell How 
can these persons be located at a cost compatible with the funds allocated 
for the study? Several methods are available 


N 



’Son-TuyTi.cicry McaniTcmmU At ifc'/.rtf':;; DccL'ia’-, 

One approach is to draw a large random sample of, let us s?v, lintue- 
v.ives. If the design calls for 100 test subjects in eadi of its IG ceils, fr.tcr- 
saess-ers talk on a facc-to-facc basts wth 1,600 liousctcis cs. Ti.os- who 
do not understand the intent of die study ss-i!! refuse to participate. Ttierc- 
fore, it may be nccessaiy to interview initially I.SOO to 11,000 !io-i"vi\c<. 
After interviewing, each participant is givx-n the products to {r-n After n 
specified period of time, contact is again made with the participants. Tlf u 
attitudes toward die tested products arc obtained, recorded, and sub- 
mitted to die data processors. It is possible th.it a study of this scope 
could cost as much as $50,090, m.ilnng it a verv' etpensive p'ocxclure. 

Researcli efficiency, however, may demand the cmp!ovin-..nt of soiii'' 
odier data collection process diat will yield highly similar infnrm.ibon and 
cost much less than the face-to-face, personal-interview .ippioich. Tlif* tut 
of an existing mail panel reduces the cost to perhaps one-fo-irth. It also 
reduces die nonproductive time of the rcssarcls st.ifl considcriblv l,t.cai!'e 
the participating families have already agreed to t.df p.trt in ti’<.t s'udi— . of 
this tv'pe and because they receive the questionniircs and procbicts throudi 
die postal sx’sfcm. Several marketing rcseartb finus rnaintiun nni! puv !' or 
this type (described in Chapter 3). Of cours*-', somf cxpsnm''iita1 studies 
do not lend themselves to the mail approach because the products in rpu* 
tion are not "mailable." Such products include fliosc requiring rcfrigcr.it.rn 
and those likely to crumble or break during norm il postal b.indling. 

A decision to employ a controlled mail puicl repr'-sents an o.'rnplc of 
the researcher’s optimum allocation of the resoarcli dollar Quite G’niTuIy. 
if a similar accuraev' level can be achieved for $]5,OrX3 or $ 50 , 0 ^ 10 , the lowtr 
expenditure xs-iil permit die researcher to employ the unspmt funds ri 
other marketing areas. In this wav he miv contribute to thrss nr four mir- 
keting decisions rather than one, his tot.i! effort pe-riiaps rLSuIti.ng in gri'Cti r 
corporate profitability. 


Deosio-vs ON' ,;\r)VEimsiN'c Mnss kcv. 

For manv years noxv one of the great hues .‘■nd cncs of r '•i‘t'’rx‘ . e] 
government has been the inability of m-rlcting iiMmg'm'uu '-uri 

the effectiveness of advertising. Questions frcqu-ntly .asl<d marl -t-rv in- 
clude these: 


• Is advertising an economic xs-as'e* 

• Is too much money spent on advi rtuing? 

• Is advertising being emp’ox i J to trt 'it unnop/ihsti" 
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Quesbons of this t)’pe often result m adv’erbseis' becoming defensii-e. 
They \iew these attacks on ad\ertising as evidence that its true role m the 
economy of the country is misunderstood. Advertising, argue its propo- 
nents, creates desire, explains products and brands to consumers and users, 
and ultimately persuades them to buy or at least mcreases their propensity 
to bujmg These funcbons of advertismg, flien, improve the economy by 
increasmg the sales of products, whidi bolsters emplojinent and stimulates 
the flow of money Despite this argument, advertising’s detiMtors contmue 
to ask the same quesbons 

’The attitude toward advertising of the Federal Trade Commission has 
v’aned considerably over the years from one admmistrabon to another and 
from one chairman to another Durmg recent years the Commission has 
shown an increasmg mterest m the role of adverbsmg m the Amencan 
economy This area also attracts marketing theorists who stnve to develop 
maikebng pnnciples that establish the worth of adverbsmg m the told 
markebng mix. The detailed studies of adverbsmg^s effecbveness con 
ducted by Du Pont and Ford, although of great value to those industrial 
giants respecbvely, do not answer adverbsmg quesbons for smaller firms or 
even for large ones vvith dissundar products The reasons why General 
Electnc spends a certam percentage of its sales dollar on advertising do not 
consbtute reasons why \^ estinghouse should spend a similar amount The 
advertising problems facing Ceneial Electric and Westmghouse difler, 
and It wrould be folly for eitlier the one or the other to employ the follow the- 
leader approach This pnnciple holds true for all other busmess Sims 

The whole area of adverbsmg effecbveness has two broad parts The 
first IS a social issue Is the $15 bilhon to $20 billion spent annually os 
advertising m the Umled States beneficial to the country’s economy’ The 
second is a busmess proposibon Is adverbsmg an efficient markebng effort 
for a specific company’ The total economic wtirth to the country of adver 
bsmg wiU never be established Nor is it necessary to attempt to establish 
its worth No one — government official, academician, or corporate man- 
ager-can ever assay all adverbsmg and pronounce it good or bad. The 
fact IS that some companies spend too much on adverbsmg and some spend 
too httle Adverbsmg is an mdividual problem and a separate complex of 
decisions for each company to make Du Font’s advertismg decisions do not 
aid the small dry goods store ^Vhal Ford does or does not do m the way of 
adverbsmg is o^ little consequence to General Foods Each firm faces ib 
own adverbsmg decisions, and every one of them must be mdivadually con 
sidered and made 

As pomted out m Chapter 9, decisions regardmg how mudi to spend on 
advertismg require sales predicbons as decision cntena. Ulbmaiely, if meas 
urable, altemafive expenditures for adwrbsing must be related to the d<^ 
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Di'ciHr^n CrUeria 



gree to which each level increases the rate of rcium on the invcslmcnt. 
Another basic advertising-decLsion area, tlie message, represents an identi- 
cal-cost decision and does not require the monctnrv' in^V-surcmcnt of sak*^. 
Even so, unnecessarv' cxliaustivc experimental sales tests arc encountered 
from time to time, and these receive considerable publicity because of the 
sophisticated manner in which they arc conduefedA Tlicrc is little rramn 
to engage in ihfs tj'pe of costly research if allcmaticc incj<aacs or thf'inr’! 
can he crv'aluatod by satisfying nonsales criteria. If, for example, three ad- 
vertising messages are under consideration and one is to be si-Iectcd, the 
goal is simply to determine which one is best. It Ls not necessary to decide 
boss' much better die one selected is dian the others or the s.ilcs fh.rt svill be 
produced by each of the tlirce themes. 

One should not infer, however, dial because sales and prontabilily are 
not employed as die criteria for ads'crtising-messagc decisions, this an a 
of marhcling is unimportant. In many companies the selection of the .ad- 
vcrlising dieme and the manner in svhich it is commimicated to the inarl.et 
rank as the most important business to come before the decision m.akers. 
For mass marketers v.'ith largely nondifferentiated products, advertising 
plays an extremely s-ital role. In selling certain types of packaged foods, 
proprietary drugs, beer, cigarettes, and even automobiles, advertising be.ars 
an important part of the marketing rcsix)n.sibility. Botli Procter t< Gamble 
and General Motors each have an annual advertising bill of about S2."0 
million. Ford, General Mills, and Bristol-.Mycrs spend approximately .an- 
other $250 million annually on advertising. R. J. Rexmolds Tobacco, Ameri- 
can Home Products, Chrx'slcr, and Lever Brothers account for a .similar 
amount each year. Procter & Gamble, General Motors, and Ford among 
themselves account for more than 3 percent of all advertising Mpenditures 
in tlic United Slates. Tlicre can he no doubt in their csisc — and i.n simiLir 
ones — that the mo,ssagc cxiinmunicatcd to c'onsurncr.s is xatal to coqioratc 
success. 

The most appropriate criteria for determining which ads'crtising rnts- 
sage to use vary' greatly from company to company', from brand to bnnid 
within company, and from one decision to another ssilhin hr.md. P-ro.ifny 
speaking. Uicrc are txvo ways of measuring adverti'-ing-nuss.igc contmt; 
the "after” test and the "before" test. 

“After" tests. Tlic "after" lest is an afler-thr-f.ict mca'uren» nt, geared 
toward aiding the advertising man to ssvjtch themes or alter tluen vlj'-n 
another decision stnicture i.s being formed. In other words, any p;)st( :.Qr 
information obtained after the advertisin'.: t’po'nre in ess. nt" r* pr. '• nt-. 


ens'ironment.il d.ita for n new decision, ’riiese data 


m.-js he mo-.t torn'inc- 


ing, allliough cns'ironmcnl.il in nature, and n.stilt in ricw copy r.ltrrn.'.tnc;, 
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high agreement, and subsequent decisions ^vlthout any additional decision 
delay 

One of the chief problems with "after" tests is that since only one 
theme is employed, whether the theme has performed adequately often 
represents a value judgment, subject to considerable argument if adiertis 
mg personnel adopt contrary points of vieiv Posttestmg of advertising is 
common but one must remember diat this type of res'earch often per 
forms a function quite dissimilar from pretestmg Several types of “after’ 
tests are m common usage 

As the term imphes, recall tests are aimed toward deternuiung the ex 
tent to which a market segment remembers an advertisement or some part 
of it or some impression that it may have made It is a frequently used 
type of test and is employed to a great extent by advertising agencies 
Gallup and Robinson mamtams a servace, subscnbed to by large na 
lional advertisers, that employs the recall approach apphed to boA tele 
Vision and magazine advertising In bnef, the service sbotts “readera’ 
the names or logotypes of those advertisers running a full page or more 
in a particular issue of a magazine under study Respondents attempt to 
identify advertiser names or product brands and then comment on the 
advertisements they remember having seen Later in the mtervjew the re- 
spondents see the actual advertisements running in that issue of the maga 
zme under study and are asked if they saw these advertisements In essence, 
the technique employs two types of recall — the aided and the unaided 

Although It IS an easy task to pick out small weaknesses m procedure, 
the Gallup and Robinson recall technique does yield valuable mformabon 
for the advertiser and agency However, no type of recall study directly 
aids m a decision instead, it develops infonnation suggestmg that per 
haps some changes in copy are in order Alternatives are then developed 
and possibly subjected to other types of study that might lead to action 
able data 

Another type of “after" test is the so-called recognition approach m 
whidi samples of subscribers to selected pubhcations are asked to pomt 
out to interviewers the extent they have seen noted, and read particular 
acfvertrsenrents- nr emphyvd by SCartA This pesderskif ijpe cf rtivd/ 
can be termed a recall test, but die Starch Organization measures both 
those who say they were exposed to the advertisement and those who saj 
they were not This method has been questioned for one reason or an- 
other, but the cnbcisms center largely around the accurac) level without 
taking mto account the contribution the method is expected to make 

The Ted Bates Advertising Agency employs a similar method for its 
clients It has developed an approadi it calls “usage poll,” whereas Starch 
employs the term “Netapps” (Net Ad Produced Purchases) for its tedi 
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ni(]ue. In substance, the procedures measure those who do and do not 
recall a particular product's advertisement, and these groups are divided 
into those who do and do not currently purchase or use the product. Tiie 
difTercncc between the number of users in Uic two recall grruips is at* 
tributed to the product’s advertising. Tlie assumption is that .a significant 
correlative relationship e.xists between advertising rcc.rU and actu.-l prod- 
uct purchase, 

Kim B. Rotzoll, writing in (he Journal of Adrcrticin'i Uctrarcli, ex- 
amines tliesc assumptions and questions tlicm on ses-errd counts.* But let 
us again ask: What is the purpose of this measurement of "advertising 
cfTectivencss"? Is it to aid in choosing one copy tlicme over another? Be- 
cause the inlcrs'iews providing tlic information arc on an "after" basis, 
one can assume that the message altcmatis-cs have not been posed. Tlic 
decision has been made earlier, and the advcrti.sing has heen phiced. 
Tlie recognition effort is a feedback in the fonn of advertising recall and 
recognition tliat develops into an cmnronrncntal situation. Upon exam- 
ining the new environment, (he decision makers use the data to dcsrlop 
advertising-message alternatives, and tlius they initiate another decision 
stnicturc. 

In many instances the criterion of an advertising mcs.sage is iintne- 
diate sales results in the form of inquiries or responses to eoupons. When 
immediate reader response is tlie aim of the advertising, a frequently tued 
approach to determine which theme to employ is the “split run.” \\’ith this 
procedure, the pubh’sher’s cooperation is required so that h.alf of a public.!- 
tion's run contains one advertising message and the remaining iuitf an 
alternative. The difference in rcsidLs is .sometimes dramatic. In one such 


case, described by Alfred Politz,'^ the goal xs'as to tc.st alternative he.ad- 
linc,s. One advertisement stated, “New jobs .arc offered in teknision .st.a- 
lion." That headline resulted in sLx times as many inquiries ns <!id the 
altcmativc "Television courses for SI I. GO per week.” 

Cla.ssifpng a .split run as an "after* ’ test is .actmally a misnomer. Tin' tiso 
of this procedure is occasioned by the advertising manager’s inability to 
m.akc a decision between alternative advcrti.sement.s, headlines, copy, or 
themes. Tlicrcforc. the dccLsion is delayed, and a split nin is used to g.rther 
the information. With the d.ala in hand, a decision i.s then made to con- 


tinue tising the advertising that produced the greater number of 
Hic infomiation proxadcd'by lliis type of "after" testing is not th- same .ss 
recall and recognition data.'which are fccdlvack resukiug from .a tripy de- 
cision already m.ide. In confra.st, the split-n:n data revc-d sshich etw of 
two alternative themes or headlines should Ik* selected. Ine dat.s g.uhvn d 


reduce the ck'ci.sion makers' unt't-rt.iinty. thus resulting in a d-ci-ion. 
"Before" tesft. Tlie win'ety of "before" tests is e.strruire, IVi dieting 
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which theme will best achie%e a company s advertismg goals is perhaps 
one of the most researched areas m the field of marheting In the opinion 
of some marketers it is oserresearched However for those advertisen 
wath high stakes keen compebtum and senous profit consequences re- 
sulting from a wrong decision the funds allocated to this t)'pe of re- 
search certainly can be justified Although sales is the perfect entenon for 
ad\ ertising message research sales predictions are not necessary for thj 
type of advertismg decision This is not to sa> that any entenon selected 
need not correlate highly with sales productivity Sales in themselves how 
ever need not necessarily be measured 

In considering alternative advertising themes, a company is interested 
in predicting which one of two or three themes will most likely result 
m the desired attitude Thus a particular attitude becomes the entenon. 
Correcting a particular misconception is an example of a specific entenon. 
Lct us assume that through environmental data a company realizes that 
erroneous notions have been acquired about it by a substantial portion 
of Its customer group Let us for example sa) that misinformation about 
one of this company s products has become widely circulated The product 
in question has a reputed fiaw or weakness that in fact, does not exist 
On the basis of these envuonroental data the company makes the de 
cision to increase its advertismg effort and subsequent!), poses three dif 
ferent themes that it hopes will correct its consumer misconcepboos The 
criterion for decision is "If one of these three themes corrects the mis 
conceptions to a greater extent than the other two then we will employ 
the most effective one" The measurement is of an attitude or belief held 
and the extent to which one theme more than others under consideration 
corrects an existing impression about product perfonnance The themes 
would be pretested 

Other advertisers attempt to increase the publics inclmation to hu) 
their particular brand by constantly stnving toward a more favorable 
attitude for it This is especiall) true when a marketing environment re 
veals a parbcular brand performing well below its leading compehbon in 
terms of the level of favorableness with which it is viewed In such mstances 
the decision criterion for selecting one theme over others is the extent to 
y which it either produces a favorable albbide or, more meamngfull), un 
prev es the attitude of tlie public tow ard the brand 

Automobile mikes are known to have psychological attributes and per 
sonahbes that extend beyond Ibeir physical charactensbes These images 
are expected to attract buyers often m terms of “personalitv need satisfac 
bon”® One make of car for example may be viewed by one market seg 
ment as “a car usually owned by 1 middle-aged schoolteacher who takes it 
on an annual two-week vacation Inp during which she is accompanied by 
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anojhcr lady teacher. Another mahe of car may, in th».' vie*.'.’ of an* 
other marlx't segment, be thought of as “a car likely to he driera h)- a 
young, aggressive driver." Still another make m.ay Ijc iargcly identiheJ 
with "the uife of the manager of a local department store Vho dri\ts 
their two children to school cver^’ day.” 

The make owned by tlie wife of the department store manam r st:g- 
gests a safe and respectable car. The schoolteacher's car appears to I'-e 
stodgy, not too exciting, and probably not overly powerful. Tise rnal-- 
favored by the j’oung, aggressive driver rn.ay not ha\-e great appeal to 
an older age segment, but it probably is the best image of that rnn5 v to 
be portrayed to a younger group if tlrat is the market segment the uinn'!- 
facturer wishes to capture. Tlie criterion for advertising-message se- 
lection will be the altitude or belief created or enhanced bv the ihcrne 
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corresponding to the psj'chological attributes tb.it the manufacturer wants 
associated with his make. 

Altitudinal criteria can be employed for format decirion.s, hut often 
the "before" approach is not feasible because tlic exposure of, for exam- 
ple, only one advertisement to a consumer during test studies does not 
have sufficient impact to be measurable. Recognizing this limitation, re- 
searchers resort to such other criteria as aided recall. Tnc criterion for 


formal decisions is the extent to wliich consumers can recall all or part 
of particular advertisements. The study design employs rcc.alt procedures 
that involve elaborate magazine portfolios, containing test adve-rtiserru nts 
inserted into mock publications, sforybo.ards for television, or other forms 
of simulation aimed at portraying a finished .advertising product. Copies 
of die magazine portfolios are sometimes distributed in adv.inec with the 
request that they be rc.ad in a normal xv.ay. In other approaches, the 
portfolio is handed to the person being inters icwcd; then, after the intfr- 
viewee has been given a few minutes to penisr the copy, he is questsorwd 
about wdiat he can recall.- In television, special irt'-truinentN h.sve b-.en 
devised that place mock-up advcrtisenicnls in the fnnn of story food'' or 
play actual commercials before cither groups or .t single testt.-, •■sjtii r'cvll 
questions following. No attempt is made to mc.isure the .attitieie h vei w 
attitude change per se. Irrstead, the criterion is simpK th. - < xli-nt to s'. lacjs 
a particular .advertisement can be rccalh-ci more accir.itilv th-ui .-i.-iU fr, 
Tclex-ision advertising repri.^enl’: such a xit.d m.UM tUig . re.x to 
comp.inies th.at el.aboratc f.acilitits base lx eii bml! to ‘'tve th- iii.e. m o- 
keter. One sucli facility inchuh's complelily eq-epp- d meh ’<» s'.s- 

tioned in shopping ca-iiters. Slmppcrs .ire uixitcd to p irti' -.p- .** u< the 
rc'earcb. .iiul br.aiul-prefcrence iufnrm.xtiou is oht.m.'tl b- fore < -ya'-U' te 
the commercials The commerti iR .are th*'n run .md th-- t« qv, *-,>•. r.t :s 
offered coupon'- for selected iminds. or." of v.mch is t!.- ‘•uhp’vt cf t.'.-- tt-'i 
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Vanous indices are computed, as for brand switching and brand retenbon 
Each of these represents a deosion cntenon, and the marhet researcher 
can choose which cntenon or combination of criteria is best suited for 
his particular needs Control commercials are empIo)ed, which gises the 
procedure a degree of sophistication 

Another research technique mcludes the use of auditoriums or thealen 
Parhcipants fill out questionnaires before and after exposure to television 
programs and commercials Compansons with previous scores and other 
reference points enable the analysts to judge the commercials on the 
basis of the cntena selected 

Several psychological tests hate been developed in which devices are 
used to determine the emotional changes occasioned by parbcular adter 
tisements Through electrodes these devices measure the amount of per 
spiiation on the participants hands after viewing alternative messages or 
formats The problems encountered in this approach center largely around 
the meaningfulness of perspirahon change as a decision cntenon It is 
difficult to attach meaning to the amount of arousal produced, and it i$ 
especially difficult to decide whether it is negative or positive Correlating 
arousal with bu) ing propensity also is a problem 

Eye cameras have gamed adherents m some marketing circles These 
devices record the participants e)e direction continuously as he reads an 
advertisement But the difficulties of selecting one advertising theme m 
preference to another on this basis appear insurmountable because of 
the many meanmgs that can be attached to directional eye movements 
Even so specific decisions regarding lajout, use of illustration, and amount 
of body copy can sometimes benefit from the use of eye cameras 
AnahjUcal approaches Measuring simultaneously the communicabve 
effect of several message vanables is feasible with experimental designs 
even though sales does not constitute the required cntenon Factonal de 
sign for example can be readily applied to the simultaneous evaluabon 
not only of advertising appeals but also of advertisement format 

Advertising evaluation wiih a factorial design can be further amplified 
by the randomized block method The four treatments (two content and 
two fonmt on illustration) can be assigned to randomized blocks of homo- 
geneous subsamples or strata Tlien the dimension of assessing the ad 
verlismg appeals by selected market segments is added These segments 
can be user groups, subdivided into heavy users moderate users, light 
users, and nonusers It is essential that each of tlie cells or groups of 
users comprising each test unit be homogeneous w ithm each stratum Al 
though variations can be expected from one stratum to another, each of 
the cells or groups of users should be homogeneous wnthm each stratum 
in order to eliminate or to reduce the experimental error ^ 
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These four treafmenfs, combined v.ith the user-level strata, can be de- 
veloped into the following design: 



4 


Although this design is hypothetical, it has actual bu'^iness implications 
when two conditions are met; (I) when an acicqiinte number of consum- 
ers can be sampled and placed in the indis'idiial test unib in accorei.iiKc 
svith tlie multivariate design; and (2) when tlic consumer attitude. int*r- 
cst, or believabiliU' can be scaled ssith a degree of sensilisity tliat pennits 
measurements of tlii.s tjpe. 

Bnndomizcd-block designs are less likely to be employed if costly, 
personal, face-to-face inlcniews arc a requisite. However, the controll' d 
mail panel, made up of many thousands of fninilios from svhidi .sample'- 
of any size can be randomly drassm. is an cosily accessible low-cost ap- 
proach. It permits classification of sampling units into homogcie ous greusps 
(before the assignment of treatments) .and easy randoiniz.ition of treatnunts 
to the user-level groups. Booklets with test advertisements ;uid .m .ippro- 
priatc scale for measuring the attitude, inttucst, or belics ability enteria art' 
randomly assigned to flic sample groups in these combma'ions. Ini' co-.t 
of .such studies, altliough not inconsider.ablc, is not prohibitive. 

Tlio .scaling of attitudes is a subject tii.at has m.assivc and f.ar-re.iibinct 
complications. Louis Guttman, L. L. Tluirstonc, Rensi' Likert, and otlwr 
pioneers in the field began ni.ariy ye.nrs ago to csp'-riineut v-itl; -, .■.riom. 
scaling desiccs aimed at ’’measuring attitusles. ’Tltv "niurstnne and 
man scales tend to Ijc too cumbersome for use in marletinit re'e.irch. 


However, during recent ye.irs there has been cousider.ib! 
making more sensitive me.r.sures of consumer attitud- s .as. 
researcher. A discussion of attitud'- nu-asur'-nK nt u .'inpiep: 


cause the elaborateness of in iny .adsa rtiung 
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data only if the communicatue e0ect of the advertising content can be 
measured In experimental studies attitude measurement is helpful m the 
determination of changes in attitudes through a period of time Or matched 
samples of consumers ma) be shown differing themes, and the attitudes 
of each group can then be measured and compared As statistical analj-ses 
become more complex, the highest degree of measurement sensitivity is 
sought The most frequently employed measurement approaches can be 
logically discussed under the headings of nnlang, rating scales, and 
semantic differential 

The ranhng approach requires the respondent to ranV. brands, prod 
ucts or companies m numerical order m regard to specific attitudes being 
measured Simplicity is its chief attnbutc and advantage, and its mam 
weakness is that no true ratmg can be obtained because it is impossible 
to place meanmgful values on ranhmgs of one two tliree, and so on 
Moreover, when too many items must be ranked, the result is a somewhat 
random diffusion of rankings 

The use of rating scales is viewed favorably by many researchers be- 
cause they are relatively simple lo conceive and administer yet sensi 
tive in their measurement The respondent is given a scale and required 
to check the particular pomt on it Uiat he feels best describes his athtude 
toward a specified product, brand or company Selecting the rating scale 
device is an important research decision because the sensitivity of meas 
urement varies considerably from one device to another Jack Abrams 
has conducted a senes of eiqienmental studies* that compare four fre- 
quently used devices The cnlena employed in his experimental efforts 
embrace both prediction of consumer behavior and sensitivity to altitude 
change, but our interest here is only in the latter as it contributes infor 
mational input to studies involving the measurement of entern differences 
between advertising contents Sales or sales predictions do not constitute 
'ippropnate entena for these types of advertising decisions Thus for our 
purposes, the significance of Abrams work lies in the degret- of sensi 
tivity that permits measurements either of attitude change through time 
or of differences in attitudes held by various test groups Exhibit 51 shows 
the four scaling devices used by Abrams in bis expenmenl 

Wffiich one of these four rating devices shown m Exhibit 51 should be 
t ^ed in any specific study depends upon the extent to which it 

does not cluster responses Researchers for example, would not choose 
a device which leads 93 percent of the respondents to classify themselves m 
the same position Obviously if almost all respondents classify themselves 
in the same group it is practically impossible to delect differences between 
groups or through a period of time As Exhibit 52 shows, Scale *1 
considerably less clustering at its extreme positions than Scales 1, 2, and 



EXHIBIT 51 

Four Scauiug Devices 

[Source: JacE Abtami, "An Cvaluaiion of Ahctnasiic Ratine nerSce-. f- 
Rcncarch," Jourr.a! of Marl:'l:r.s Rr'csrch HI (.'-Uy isis'.'yp. 


Scale 1 

Listed Rrlo-i- are .several brards of c3cb of (vo ! ec'ebcid rraJ.c’i. Fcr 
EACH brand place an "X" tn tbe or.e b's Tib.eb icc: ir'iit'.’c's W- rccV y-i'i 
dislike or lil e ibat brand. Tbe rc’c yoa dislike i:, tbe r,r,-er s'-' r..*'.s 
number you should five it. T.'-e "ure you like ii, tbe it.-err t'-e rl-'*- S-'e'-.f 
you should jsive it. If you neither disli’.e cot like i', place yr-r 'W' is i’ * 

0 (zero) box. There ate no rifht or v.tco£ ar.snet'.. O.aly jotc cp.-icn co-'ts. 
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□ 
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□ 
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□ 

□ 

□ 

□ 
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ert 
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□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

Brand E 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

Brand F 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 



Scale 2 

Listed belctvare several brar.ds of each ef tso ‘■o'-‘e'''Id p'cd.cts. Fa- 
EACH brand place an ".X" tn the one lex ni* ich re't i- 1 cate" I ■'n r -o'- yj 
dislike or like that brand. The rt*e you dislike i*. the s'n.ntler the r * '■r 
you should five it. The note you tike it, ll >■ bifeer tb* .-u-bet yea -'■'■’■i 
five it. Theic ate no tif.ht or vro.nf aonvers. O'ty yo.r cpintcn co-'ts. 
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EXHIBIT 51 (Continued) 


Scale 3 







1 Listed below are 

several brands of each of two household products. 


1 EACH hra^/t ri,*. 

e an "X” 


le box which best indicates bow nark - 

1 dislike ot like that btand. 
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what 

Little 

Dislike 

Little what 
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4 

3 6 

7 ■ 

Toothpaste" 







Brsnd A 
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□ 

□ 

□ □ 

□ 

Brand B 

□ 

U 

u 
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0 0 

□ 

Brand C 

□ 

□ 

□ 

□ 

□ 0 

D 

Scouting Cleanser. 






Brand D 

□ 

0 

D 

□ 

□ □ 

□ 

Brand E 

0 

0 

□ 

□ 

a □ 

□ 

Brand F 

0 

D 

□ 

□ 

□ □ 

□ 


Listed below aie several brands of each of two household products For 
EACH brand place sn X lo the one box that best describes pour opioiei] of 
that brand As you'll note, the box on the left represents an unfavorable 
opinion ^0 boxes toward the riRbt represent the more fevorable opinions. 
Each box 15 described for you 10 belp you in expressing your opinion. There 
are no tight ot wrong answers. Only your opinion counts. 


Products 
Toothpa$tel 
Br^nd A 
Bf^nd B 
Bf^nd C 

Scouring Cleanset. 
Bt^nd D 
BfJtnd E 
Btund F 


About 

A Little 

A Lot 

One of 

Average 

Better 

Better 

the Best 

□ □ 

□ □ 

□ □ 

□ □ 

□ □ 

□ □ 

□ 0 

□ 0 

□ □ 

□ □ 

□ □ 

o 0 

□ 0 

□ □ 

□ D 

□ □ 

□ □ 

□ 0 

□ □ 

□ 0 

□ D 

□ □ 

□ □ 

D □ 





Nonmonclary Mccuvrcmcnfs Aj Mcrhciir.g Drcifion Cnitris; ■Z~7. 
EXHIBIT 52 

Ratings for Each Brand by Scale Type 

[Source: JacW Abrams, "An Evaluasion of Alternative Ratiay; Devices for Crrsu-tr 
'Resea:ch" Journal of f’tarhet:r.g Research, 111 (May l?5<j), yp. 
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Point of Scale 

I 

2 

5 
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Most Extreme Positive 

Brand A 

41% 

44% 

43r. 

ii; 

Brand B 

30 

33 

35 

7 

Brand C 

22 

25 

31 

3 

Brand D 

36 

36 

38 

S 

Brand E 

24 

27 

3*< 

5 

Brand F 

56 

59 

60 

IS 

Most Extreme Negative 

Brand A 

*•/** 

6% 

317 

3: 

Brand B 

3 

6 

3 

3 

Brand C 

3 

6 

4 

4 

Brand D 

3 

5 

4 

4 

Brand E 

3 

6 

4 

3 

Brand F 

2 

4 

3 

5 

Neutral or Average 

Brand A 

isr; 

CO 

20% 

26 

Brand B 

24 

21 

20 

30 

Brand C 

29 

27 

24 

55 

Brand D 

15 

18 

11 

2*5 

Brand E ■ 

27 

27 

23 

33 

Brand F 

9 

9 

9 

17 


3. Moreover, in spile of llic availability of only one poMtion for a n' li-i- 
tive attihicle in Scale -S. ibc negative percentages for Scale A ant! tlte otb-rs 
arc similar. 

Tlie semantic 
opposite in rne: 

attribute of a product, brand, or company. 

feeling by using adjective antonsans r.s reference jxiir.ts. Hie di-itir-n!. on 
the foilosving page sbosvs a seven-point bipol.ir veal'\ 

Semantic differenttation has been termed tjie 


intic difjerentid tecbnitjtie employs bipolar sc.ales. .-^dj-tti'.: 
nennin" describe the oxlreincs of a particular ch.r.Ktrri-titY.r 
a product, brand, or company. Idtc respondent sc'-b s l.S- 


"nieastuenirnt of n, -mi- 


m:: 


It is fretjucntly employed in inarkctmg res* 


fell it 


itsdf well to tjuanfi'ftcalion and .sopliistic-ited .in.ily')--. 


.-%( a. it 
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Brand X 


Very Expensive ^ | | | | j "j 

Very Biuer 


Very Inexpensive 
Very Sweet 


to be a procedure that personnel other than psychologists can administer 
(althougli presumably psychologists are better qualified to develop the 
technique) Osgood Suci and Tennenbaum have defined the semantic dil 
ferential specifically as 


essentnllv a combination of controlled associations and scaling proce 
dures The subject is provided with a concept to be dvSerentiatw and 
a set of bipolar adjectival scales against which to do jt his only task being 
to indicate for each item (pamng of a concept with the scale) the direc- 
i}on ol sssociaticn and Its int«isity 

Althougli the use of the semanticdifferentiation approach « by no 
means restricted to advertising content measurement, it has wide applies 
tioT) in this fit Id The reiatiooshtps between particular attnbutes or ideas 
can be rel iled to changes in overall atbtudes through regression analyses 
Causal rtl ilionships are not estabbshed with certainty by employing 
these psychological and statistical procedures but relationships can be de- 
termined and measured by them The results are valuable to tlie advertis 
ing man seeking meanmgful criteria for determining which communica 
tions theme to employ 


DEasioNsoN Advertising Media Selection 

Advertising decision makers have complained for many years that 
little conclusive evidence exists regarding the offectivtncss of one adver 
tising medium m contrast to others WTnt they should like to know is 
the eficcUveness level of an advertising dollar cvpenclcd m newspapers 
in contrast to a dollar spent m magazines^ \\hal is the tlTtttneness k'el 
of a dollar spent on television advertising m contrast to a similar amount 
spent on direct mail advertising pomt-of purchase advertising or outdoor 
posters'^ Some decision makers seem to have an airy vision of a vast 
foundation supported study aimed at determining once and for all the rela 
tne effectiveness or productivity of major media If the ullimatc goal of 
advertising is to aid m producing sales of goods or services the final 
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criterion of advertising effectiveness must be the sales inOucsiccd or pro- 
duced by each dollar of expenditure. 

Joseph T. Klappcr has compared various media on die basis of s<-,<ral 
investigations conducted under laboratory conditions.” firs rn.ain con- 
clusions are several in number. First, hLs studies show that aura! pre.'t n- 
tation alone elicits longer and better retention than does print alone. Sec- 
ond, personal address is superior in persuasive power to mechanical aura! 
appeal, which in turn is superior to printed appeal. Tlurd. motion pictures 
or film strips probably result in greater retention than printed media, al- 
though the evidence in this instance can be considered shetchv. 

Klappcr’s experimental work was reported in 1930. Presumably tlu* 
advent of television has changed the relative role.s of major media, but 
it can be argued that the testing of motion picture prcs'mtations was a 
‘'prediclive" substitute for telcvi.sion. In any ease, the marketer can only 
wonder what contribution is made by such global asse.s.smcnls of prin- 
cipal advertising media. If a broadly b.a<ed research study v-cre to estab- 
lish that one medium was in fact more effective per dollar expanded, 
would this apply to all advertisers, large and small, local and nrilion'd, 
consumer and industrial? Certainly, information of lliis type would add 
to tlie general body of knowledge. However, in the final analysis the ad- 
vertising manager of a specific company and its advertising agency miwt 
select media on the basis of criteria lliat reflect the objectives of tlrn'r 
own advertising. Network television is not always efficient for the re- 
gional marketer. Radio is not appropriate for a campaign tiiat requires 
visual study of the advertising message. Tie-ins with local dealens are 
sometimes more difficult to advertise on network telcvi<;io:i th.in in news- 


papers. The ’'roll-out" of new product introduction from city to city more 
often dictates (he use of local media than such national medj.i as m.ig t- 
zincs and network television. Specific market segments, as rvidenen.! Iw 
demographic or behavioral characteristics, frequently cm he rc.ached snort 
effectively through print than through hro.adcast media. 

Fach advertising medium ha.s its own proponents, and e.ach h.is con- 
ducted studies to show its superiority to all others. Marketers mutt recog- 
nizo, however, that some bias exists in all of these ttutiics, and it i'- 


doubtful whether tlic relative efficiency of altcrnatiw ;’.dvorti%ing nittim 
w-ii! ever be established. This is not to s.ry that an individual comp. .n> 
cannot determine what medium is best for its owm use. In fact, ti.is is 
what it ultimatclv rnu.st do. Tlic go.d is the selfxtmn of du* TTictb..r 
-appropriate for meeting the st-ated ohj-.etivc.s ed the .acverlising ifu r., 
lie it short-run or long-run. 

Tills entire area of adveriising-medi.i .selection lalis irito tlic i.at-’Ce. . 
of the idcntic.d-cost decision, M'e rlo not, of co’irse. ne .m to suggest t! ! 
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all media (newspapers versus radio versus magazines venus television and 
so on) are idenbcal m cost However, cost considerations are not insuhed 
m media selection decisions for the simple reason that when a company 
has a fixed advertising budget of, say, $500,000, the enhre expenditure 
must he within the limitation of the appropriation, whatever altematue 
media are chosen for use In other words, the cost will be the same 

It is not necessary to measure the relative effectiveness of these media 
m terms of sales Of course, the media buyer seels a cntenon he knows 
to be or assumes to be closdy correlated with sales And, certainly, he 
prefers "number of persons who read a publicabon durmg the past week" 
to "number of persons who purchased pubbcation at a newsstand or 
subscribed to it ’ The former cntenon requires e\^dence that a certain 
number of persons opened the publication and read all or some desig 
Dated part of it The latter settles for measuring the number of people 
who owned the publication It contains no evidence that the publication 
was read by anyone 

Clark li Wilson has descnbed an adaptation of linear programming 
to media selection ** Using a deliberately simple media selection decision— 
which of two national magazines should be chosen and in what combina 
tion — he has shown that 169 alternatives are available to the media 
buyer (on the assumption that both pubhcabons ha\e 12 issues annually) 
In Wilson’s example, the advertising budget limit is $500000 One pu^ 
lication (a hypothetical magazme called Ladies Home Blue) has a 
weighted audience of five million and a page cost of $33000, and the 
other (styled Saturday Evening Red) readies seven million and has a page 
cost of $45 000 Which combinabon of these two magazmes should be 
purchased? Many of the 169 choices exceed the budget limitation Ac- 
tually, only 90 are feasible, as sho%vn m Elxhibit 53 

Now Aat 90 feasible altemabves have been posed, what cntenon 
do we establish as a basis for selecting one of these 90^ The cntenon 
statement might be, "If 50 percent or more of the ‘impressions’ are on 
consumers m the high income bracket and 40 percent or more on con 
sumers m the middle aged group then we will use that combinabon that 
reaches these two groups most effectively " Exhibit 54 shows that the num 
her of alternatives is reduced to 57 when the income requirement is su 
penmposed over the budget limitation The analysis is conbnued further 
by supenmposition of the age requirement over those of mcome and budget 
Tills reduces the possible combmabons to nme Fmally, addibonal re- 
finements too detailed to cover here result, in this case, m a selecbon 
of nine inserbons m Ladies Home Blue and four in Saturday Etemng Red 
This course of action represents the single combination among the imbal 
169 that satisfies all decision entena 
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The marheter need not use his imagination to grasp %vhnt liappern 
when a third magazine is added to those being considered for ndvertinne 
purposes. Specifically, the addition of a single magazine raises the mur.b 
of choices from 169 to 2,197. WTien 20 or 30 or 40 media enter into the 
selection, the number of different choices is boosted into the billions 
In addition to demographic criteria related to media selection, b-. 
hasioral criteria are often desirable or ev’en essential. Some adverti.ccrs 
arc largely interested in reaching those families already purchasing a 
specified product class on the assumption that the product itself has satu- 
rated the marhet and any attempts to increase product demand by per- 
suading additional families to purchase it svould not constitute an effi- 
cient marketing effort. Thus the primary goal of such advertisers is to 
increase their brand share among those now purchasing llie product clast. 
Several s)'ndicated services relate this tjspe of marketing data (including 
brand ssvitching) to media. Tliey include tlie Simmons Studies of Selective 

EXHIBIT 53 

Costs of Various Media Combinations 

[Source: Clark L. t^ilson, ’’Some Basics of Linear Programmins,” in Proceedinrr, 
The Marketing Plan in Action, Elirabcrh Richards end Monroe Mendel-ichn, 
editors, New York Chapter, Inc., American Matketing Association (New 
York City: 1964), pp. 48-53.] 
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and ^^ass Magazines, the Brand Rating Index, the Politz Media and 
Marketing Audit and others 

To illustrate the use of such data, let us assume that the cnlenon 
for the media decision is the extent to which altemabve media reach both 
current customers and customers who view the advertiser’s brand as a 
second choice The Brand Rabng Index, through its nabonal sampling 
of households throughout the United States, obtams data of this tj-pe 
Exhibit 55 reveals the great differences in the demographic charactenstics of 
the prime targets of three brands of tooApaste 

This information would in itself be helpful m media selection if only 
demographic characteristics were to be used as criteria However, Exhibit 
56 shows which pubhcation or pubhcations would be employed to reach the 
prime targets of current and near current customers 

The whole area of media selection is closely related to adverbsing 
objectives As is the case with decisions regarding adverbsmg content, flie 

EXHIBIT 54 

Combinations Meeting Budget and Income Requirements 

[Source Clark L Witsoo, "Some Basics ot Linear Ptestamming," In ^roeee^injr 
Tht h\afkeltng Plan tn Action, Elizabeth Richards and Monroe Mendelsohn, 
editors, New York Chapter, Inc , American Marketing Association (Sew 
YorkCiry 1964), pp 48*53 1 
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cntena m media selection must reflect the o\’erall goals of the advertising 
and marketing effort 


Pricing Decisions 


Cntena for pncmg decisions were discussed m Chapter 7 It will be 
recalled that profitabihty based upon revenue produced by sales was the 
desired cntenon Although there are many procedures for setting pnces, 
two basic categones cover most situations cost onented and demand 
onented practices The economist tends to oversimplify these demand 
and cost equations, failmg to recognize that other vanables— such as ad 
verhsmg and distnbubon — affect the decision 

The demand onented approach reflects the predicted mtensity of de- 
mand. However, as Joel Dean has pomted out,** pnce setting requires 
marketing objectives just as do adverbsing and other markebng funcbons 
“Pncmg cannot be established by formula Combining factors mlo a 
pncmg policy requires judgment In the last analysis you must pull all 
the estimates of the experts together and amve at your own decision. ” 

EXHIBIT 56 

Ho«: 10 Magazines Reached Marketing Targets for 
A Given Brand of Toothpaste 


[Soutc« Norton Garfinklc, **A MatVeting Research Approach to Media Selection,** 
The Journal of AJtrtrltsing Research, III (New York City ©AdTcmsing 
Research Foundation, Inc , December 1%}), p. 13 J 



Percent 

Index oJTarget 

RjnfciRiC Publications 

Prime Targets 

SeUetivUy 

American Home 

60 

119 

Ladies' Home Journal 

58 

115 

Good HjaseivepriTg 

?3 

JJ5 

Roman’s Day 

57 

114 

Mc(2all's 

57 

113 

Life 

57 

113 

Family Qrcle 

56 

111 

Look 

55 

110 

Better Homes & Gardens 

55 

no 

True Story 

45 

90 
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Often pricing decisions are made without the benent of a quantiHuj pn-- 
diclion of sales under several pricing alternatives. In the first place, inanv 
products — sucfi as more e.vpensive consumer durables — do not h r.d 
themselves to this tjpe of marketing research study. Second, except in t!,« 
case of mass-marketed consumer goods, it is difficult to set up studic* suf- 
ficiently precise to predict the sometimes minute differences produced 
by price differentials. Third, the objectives of tlie marketing program m,-;y 
override any short-range sales increases occasioned by a lower pnc*'. 

\^hen judgment must play a heavy role in pricing decisions and it is 
cither impossible or unwise to predict short-range sales, criteria of a non- 
sales nature arc often desirable. Attitudes of consumers tow.ard a par- 
ticular product or brand can aid in determining whctlier a skim.ming or .a 
penetration policy, for example, would be more appropriate. Derenbinc 
products through fixed statements with price included is one approacfi So 
determining whether demand will be highly elastic or inelastic without, of 
course, predicting sales. Tlic product descriptions arc shoun to mnfrhid 
samples of prospective buyers, witli each group of respondents cvj'o^cff 
to different price levels. Stated purchase probability scr.es as tlie critc rion 
for determining the effect of price on demand. Tlie intent of tlic study wii’ 
not be to predict absolute sales. However, this approach docs provide in- 
formation tliat can aid in predicting demand elasticity. 

Jack Abrams has described an ingenious research project in which he 
employed a controlled mail panel and an experimental design to deter- 
mine elasticity of preference.*' Croups of matched participants were ex- 
posed to different pricing environments and to simulated newspap'r ad- 
vertisements for particular brands of a specified appliance found in most 
homes. The newspaper advertisements were almost idintic.il escept for 
brand name and price, aitliouch several of each brands chanictensties 
w'crc mentioned. Each respondent w-as asked to assume that he would bus 
this appliance in the near future, encouraged to examine tlie .idverti-mt 
in as much detail as he liked, and then asked to select tlie lu.ind lie m'at 
likely would purfchase. MclhodologicaHy speaking, both controi .md i- 
control groups were employed in the study. .-Vs Exhibit o~ siuiv s. def r<.H 
in the price of the test brand of 610 and 620 did not result in .m '<!■ 
in the percentage of consumers selecting that brand. However, wb. a 
price dcdiiied fiv $30 and by 610, subst.mtially greater perct'ntage'. were 


drawn to tbe test brand. 

Although .some pricing decision.s do not always permit a j 
cf sales, an innovative marketing researcher can provide a grea 
of iioasales data that will aid in selecting the most profiiab.e pri- 
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EXHIBIT 57 

Selection of Various Brands at Varying Prices for Test Brand 

[Source Jack Abrams, *'A New Meibod for Testing P/ic^ng Decjsrons," /oama/ o/ 
'lar*eiing. XXVIII (July 1964), pp 6-9. j ‘ 
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Other Decision Are-as 

Product advertising and pricing decisions do not cover the entire 
spectrum of marheling decisions Packaging product naming selling, and 
distribution also make up part of the wide range of decisions made daily 
by marketers flow ever, most of these decision tvpes do not require mone- 
tary measures in the form of profitibihlv and sales predictions 
Packaging Packaging altematwcs are usually of the identical-cost tvpe, 
and frequently decisions can be made on the basis of exposure tests that 
employ prototypes during the data collection process These research cf 
forts can be objective in nature, offering alternatives to samples of con 
sumers m the form of free products This sort of test, howexer, does not 
sirnuhte buying m the marketplace and its results are sometimes mislead 
mg because it does not reproduce the physical blending of the product on a 
supermarket shelf with the mass of competing items Researchers have 
occasionally used tachistoscopes, in order to simulate “customer rccogni 
tion,” to show photographs of an entire department of a particular product 
class in a supermarket The respondents are asked to \ie\v the photo 
graphs for a brief period and then to recall the brands on displav Tlus 
experiment mvolves keeping all items on the shelves constant — except, of 
course, for the package altematnes under consideration, which are 
changed from one consumer sample to another 



Nonmoncianj Measxircmmtt As Mcrkriin'x Drcmon Critn 


Researdiers employing oilier tests simitlaie Uk' acUial siiperm.irJtt- 
shelf situation by placing one of the package alternatives on a slielf with a 
number of facings compatible walli the department sbe and prodne! tl'S’-. 
As shoppers enter the store, tliey are asked by the re<;t;!rch ob'^en.cr to 
locate the particular brand under study and bring the product to him. 
The time required for this action is recorded, and tiic average time 
then compared witli that required by each other package nlternritive 
tested under the same conditions. Decisions involving surface color, Utter- 
ing. and shape are well adapted to this type of research. 

Line sales decisions. Tliese decisions are of several types, e.ach caliir.tt 
for different criteria; determining, for example, the size of salesmen's ter- 
ritories or deciding whom salesmen .should call on, which product:: Ihr v 
should stres,s, the message content for selected products, and the ap- 
propn'afe frequenc)' of call. Criteria invobang intenia! d.afa frccjiicnil)’ re- 
solve many of these decisions, hleaningful definitions of potcnli.al help in 
the allocation of sales territories. Determining on whom salesman should 
call can benefit from the development of criteria relating to the cost of 
sales by account, ^^^lich products to stress is often dictated by predicted 
sales as related to the cost-profit ratio of each item. Optimum frequency 
of call requires ratios of past sales to call frequency, ssliilc tlic most efiec- 
tivc sales message can be arrived at in ways similar to those employed in 
advertising. 

If llie data do not yield information sufiicicntly conclusive to reduce 
uncertainty, the alternatives can be measured by controlled erperinv uts. 
Tlic salesman can provide much of the neccssars' infomuition, .at le.-st ii: 
tenns of how he spends his time on tlic job. l’sun!!_v, hosvcvcr. s.dr'-nKn 
are poor reporters of the reasons why specific prospects do liof buy. F!;'. ir 
Own identification with the problem creates a bi.is (ImI is almost iiup'e- 
sible to measure. It is better to place ones reliance on. inteni.d uiforiii;- 
tion and behasaoral data of a factiial nature reported regularly by tie' 
salesmen. 

Product naming. Product naming represents an idcntic.rl-cost decisson 
and rarely if ever relies on sales predictions as a criterion for dfcniots. he 
stead, criteria used in other types of marketing derisions .are imphys.". 
such as the extent to which a particular name portrays the 
of a new product. Before naming the Must.^ng it ts said that the i oid .«io 
Company aimed its'ear at a market comprised of yoe.ng nun. ^ihe 
tang, while still unnamed, was described as powerful, r.uy. sicc.>.'y sty.et , 
yet not a sports car in the traditional sense of tiie term. Don n< of ^ 
were submitted for it, with some eight or ten suriumg on .1 JU' 
h.asis. 'Flicsc survivors were then submitted to a < ir: 




•f own<7‘, f”. 


ni.akcs in the price class of Ford's new car. A list of -utrdi! 


diu.tr! 
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to respondents along wth alternative names, and each respondent scaled 
each proposed name in accordance with the degree to which he thought it 
represented each attnbute In this manner the name “Mustang** was chosen 
Selecting name cntena, m short, requires listing the connotations that 
the name should suggest Alternative names are then exposed to con- 
sumers thought to represent the market segment at uhich the new product 
IS aimed Of course, ease of pronunciation, legal clearance, absence of 
dual meaning, and other considerations play their part in name selection 
However, these considerations properly mfluence the judgmental selection 
of the finalists which are subjected to research and analysis 


Notes 
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Part IV 


Coordination 
and Communication 



Dectstons are not one ttme events Every dectston 
relates to past and future actions The situations sur 
rounding every action vary, and for this reason each 
decision has its unique features On the whole, decision 
making effectiveness can be improved greatly if the 
decision makers recognize and understand the relation 
ships and interactions of their venous dectstons More- 
over, the success of any one dectston depends partly on 
how well the entire functioning of the decision process 
ts communicated to the dectston makers 

Chapter 11 f Decision Making Marketing 

strategy") deals wtth decisions witfun decisions, as 
well as with those decisions that follow others Chap- 
ter 12 C Communicating with Marketing Decision 
Makers ) describes the culmination of the process, at 
which point a recommendation %s commumcated to 
the decision makers and action is taken 
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Truth is alu;ays ihc stronysi crru- i 
menl. i 

— Sophocles i 

I 


Decision Making 
Within Mai-keting Stategy 


OMPAHED TO THE DISCIPLINES OF LAW, FCONOMICS, .V-’V ACCOUNTINO, 
markeUng is a relatively young field. Perhaps its youth crpla.m vuy 
oth marketing practitioners and academicians have so many pro.M- ms 
a semantics. Through tlie years, the lawyer, the economist, and tlie av- 
ountant have been able to develop precise meanings for frequent > u v(t 
rords and terms. Within marketing, however, many j::'’. 

nd phrases possess a high level of ambiguity, resu ting in cir i 
0 communicate precisely basic meanings. 


Reflection of Compant Foucy 

At top management levels, decision makers cmplo) m-n> m 
terms that lack precise and established mc.anings in wa\.. ' 

misunderstanding and \mk't 

elude “planning,'- ■‘oblectivcs.” In 

ming," “policy," “marketing pnnciplcs. and . , . , 

1960, tlie Committee on Definitions of tie * ‘ ’.fcrlf.'- 

tion attempted to bring some order to tins con usion >, P ‘ ‘ i 

m, Defir^Lns.^ DespUe die help ghen by this v't. Z'^activc in Ih ' 
fan still exists. For a great 
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porate plaimuig than one could take a negative stand agamst motherhood, 
conservation, or highway safety* Not o^y does it make sense to pho 
ahead but also it gives most businessmen a psychological lift to talk about 
planning and the need for plannmg Long range p lannin g m busmcss en 
jo)s greater status than short run planning, the foTmer being usuall) re- 
served for management Thus any marketer mvolved m long range plan 
mng can contend, at least by impbcation, that he is a part of the manage 
ment team Wendell R Smith has commented that “ a moments 
reflection wiU lead to the conclusion that p lannin g is now and alwa)! has 
been an unavoidable management funcbon What is happening is that w 
are beginning to make planning a conscious, exphat function and, in 
many cases, to recogni 2 e its existence by assigning the responsibili^ in 
a formal way on the orgamzabon diart** 

Plannmg in itself does not involve decision makmg m the sense that 
acbon is taken It is true that developing a markebng plan embraces 
managenal agreement aad~that a plan emerges as a result of decisions 
made However, the plan m itself does not consbtute a form of marketing 
acbon such as Ime decisions that allocate marketing dollars, set the pnce 
of a product, determme the market segment toward whi^ an advertising 
effort w ill be aimed, or select a specific advertising theme 

Planning at best, leads to a statement of objecbves If plannmg occurs 
at a high level, obviously the objectives established will be for an entire 
enterprise Plannmg at lower levels results m objecbves only for a specific 
area 

Marketing obiectttes *Manageme 0 t by objecbves” w’as popularized 
by Peter F Drucker dunng the early 1950's As he sucanrtly stated * 
“Objectives are needed in every area where performance and resulb 
directly and vitally affect the survival and prosperity of the business 
[However] the real difficulty lies mdeed not m determming what objec- 
tives vve need but in decid ig how to set them There is only one fruitful 
way by determining >'hat shall be measured m each area and what 
the yardsbck of measurement should be ” 

Our discussion here wall not, therefore, concern itself wath broad 
markebng and corporate plans or objecbves It will not pertain to the 
meatpacker who desires “to broaden his base by entermg the packaged, 
branded grocery products field’ or to the large homebuilder who vvanU 
“to engage m the processing and production of building materials as a 
step toward full integrafaon” Specifically, it refers to quanbfatne^objec- 
tives such as “to oblam a 7 percent return on investment” and “to m 
crease our market share by 10 percent during the forthcoming fiscal 
penod” Both of these objecbves are quantifiable and measurable. But, « 
Leon Wmer has pomted out, “it does not do much good to tell the ad 
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\crtisin^ dcpiirtjnGnt tl^c ol^jcctivc o* tiic compriny is to incrG^'t^G its 
rate of return on investment unless this objective is tmnsiated. . . , llicrr- 
forc, it is necessary to develop a hierardiy of objectis’cs.~ Exhibit 5$, 
drawn from an article by Winer in the lounuil of Marketing, iiluslratcs a 
hierarchy of objectives tlirough "flow modeling." From Oic broad com- 
pany objective to "increase return on investment," tlic advertising objec- 
tive is ultimately derived. 


Certainly corporate and marketing objectives must be communicated 
to all levels of decision makers. Yet t})e setting of objccti%-o.', like plan- 
ning, is not a course of marketing action; objectives proxndc the ground 
rules for the development of subsequent markeUng strategy- and a scries 
of individuated decisions. After the objectives have been stated, agreed 
upon, and communicated, the marketer of course does not charge off in 
all directions, making a batch of unrelated decisions. lie first pauses to 
develop bis strateg)c He decides the course he will take in order to achieve 
his stated objectives. E.xljibit 59 shows in graphic fonn a recommended 
step-by-step sequence of executive activities from corporate planning 
through line marketing decisions. 

Developing marketing strategy. Essentially, marketing strategv- imple- 
ments Uie master plan and sets the stage for die action aimed at achiev- 
ing the marketing objectives. It locates the wide ro.id, so to speak, dowm 
which the marketers must travel and recognizes that where die marketers 
travel on diat road has yet to be determined. Tlic dcstin.-ition. of enurve. is 


the previously established marketing objectiv-e. Tlic broad objective, cvc.n 
when quantified, provides the line decision maker with considerable l.ati- 
tude in developing marketing strategy'. To illustrate, let us suppose that a 
company’s broad marketing objective for a fordicoming fi<c.al jaeriod h 
"to increase our market share by 10 percent.” One alternative slr.atr-gic 
approach, broadly stated, dictates a lessening of new product develop- 
ment and a greater emphasis on more efficient and cfTcctive maiketing 
e/Fort-S. In addition,, marketing management, from (he stratt'gic {xunt 
of yiew, decides that the company's greatest opportunity for increa'ing its 
market share lies not in the dcv-elopmcnt of new products but. if i!cce.ssary, 
in jolloiving the lead of competitors in this area. Its marketing effort then 
yvill bo employed to support its "new products — yvliich will bo broiigl t 
out only after competition has created tlicm. 

.Another strategy might center about the empb-uis on eredt-.g and 
developing new products — on being a true innov.ator. Tltis .appro.ar!! sug- 
gests allocating larger funds to conci’pt rciC-ircli in order to dov; lop new 
product ideas and unique market segments requiring mtisfartion. A 
third strategy- concentrates upon withdrawal from new product t fimt .and 
placement of full emphasis on a shift in distribution .and a non p.aiing 



EXHIBIT 58 

Hierarchv of Objectives for the Interstate Telephone Company 

[source Leon Winer, ’'Are You Really Planntog Your Marketic«’”/oaj7i«I o/ Maries 
mg. XXIX {January 1965), p. 3-] 























Decision MaUng Within ?-.{aTl'';inz Stretrgy 2 *!', 

policy. To increase our market share by 10 percent" is a v.ide ro«d 
It provides decision makers with broad-gauged latitude for devtlopii:; 
strategy. As Kotler has pointed out,'’ a need for cln.-igc develop- ar.d d.e 
decision must be to adjust to tJrat condition. In die consider.dwn of str-u r*‘, 
these are highly basic marketing decisions. 

Marketing strategy, however, can be highly specific. An cx,in)j)h js a 
strategy that states that "all additional marketing funds are to b^ pi ic< d 
in support of tlie development of new products not note on the mirl-t" 
This specific statement of strategy narrows the road. It limits thf ihnit.on 
of the decision makers and leads them into a senes of specific mirlctirg 
decisions, largely tactical in nature. Tlicse arc line decisions auiu i at 
achieving tlie marketing objectives set by management in aCi,ordanto 
with tlie strateg)' conceived. 

Basically, strategic decision making has tlie same structure as tactic li 

EXHIBIT 59 

Sequence of Executive Activities from Corporate Pu.n.nlng 
Through Line Marketlng Decisions 
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decision making However, because the profit consequences of incorrect 
strategy are often greater than the consequences of a wong tactical de- 
cision, managenal disagreement tends to be more prevalent in strategic 
plannmg This results m a paradox High levels of profit consequences and 
disagreement among the decision makers usually call for a decision delay, 
while additional information, data, or counsel is sought But the more 
strategic marketmg decisions tend to defy the quantitative approach, thus 
precludmg precise predictive monetary measures as criteria The strategic 
decision is tiie area m which managenal sloll, supported hy the utmost m 
)udgment and intuibon, separates the profitable fiim from the unprofitable 
one, it requires a searching, creative mind that can recognize an environ- 
ment and m turn suggest strategic marketing alternatives of great sig 
mficance to the company Company decisions emhraang diversification, 
mtemabonal marketmg unique channels of distribution, creative pnang 
new areas in customer service, and other matters of equal importance stem 
from innovative strategy 

The uutial and baste strategy in many if not most instances is not 
quantified m advance, ultunatdy, it is implemented by line decisions, each 
guided by the boundaries of the road of strategy 


Line Decisions WrnnN Sthategy 

Decision making at any level is a multidirectional activity Previous 
chapters have illustrated the unfolding of a decision sparked by an en 
vironmental situation that required a change, progressing through the 
statement of alternatives, the selection of criteria, the determination of 
the extent of managenal disagreement, and data collection and processing 
But a decision flow smoothly following that orderly sequence is rare in 
deed Movement toward a contemplated action progresses forward, then 
turns backward Some phases are bypassed, and then the flow reverses 
again It is not unidirectional, nor is the sequence ngorous Decision 
makers commonly vacillate between determimng the significance of the 
environment and posing the mitial statement of alternatives (see Exhibit 
60) This creative area of the decision makmg process demands a constant 
search for meaningful allemaUves, and the decision makers must make 
certam that every conceivable course of action is ultimately considered. 
On occasion, the decision makers already will have posed several al 
temahves before deciding to seek additional information at the environ 
mental level m order to gam help in a fiuther development of what 
may conshtute additional action piKsibllities 

Other areas of the decision making process calling for muUuitrectiortal 



EXHIBIT 60 

The CosrpLETE Individuated Marketing DecL'Idn Structure 






























296 


COORDIXATION AND CO^t^^.'VICATIO^ 


flow include cntena and level of agreement or disagreement In deasiciB 
havmg minute profit consequence^ action is often agreed upon by a 
mere noddmg of heads As Exhibit 60 shows, many of the decision mahng 
stages between the simple statement of alternatives and action can be 
bypassed In other instances, alternatives are posed and the disagreemeai 
level IS established wthout a detemunation first having been made of the 
cntenon for decision For example, color specialists may hai-e presented 
the product marketing committee with three alternative colon for a forth 
commg appliance model The alternatives are clear, but disagreement 
exists among the decision makers The markeimg research department is 
asked to conduct a study, even tbou|^ up to this point no cntenon for de- 
cision has been established The bases on which the decision makers 
might prefer one color to the others can be numerous For example simple 
statements of color preferences among women may be adequate IIom 
ever, the decision might |ustify some sophisbcated measure that would 
dictate an advanced scaling research procedure Thus the cntenon for de- 
cision \vouId change Moreover, the decision makers might wish to nar 
row the cntenon to a particular attitude scale among o^y those persons 
who are likely to be m the market during the next year In this par 
bcular decision flow, then the deasion makers from diemaUvet 
to disagreement and back to criterion 

In other situations, the flow moves from ahemabves through cntenon 
and then to determmabon of disagreement leiel In the introduction of a 
new product. Jet us assume that the alternatives are Piroduct A and Product 
B A profit cntenon has been established If the company can sell 500000 
umts of its new product annually, then the item will be commercialized. 
The relevant mformabon is the number of units that can be sold yearly — 
m this case, 500000 The decision makers then debate whether this 
number can be sold kVhen a level of disagreement emerges, relevant data 
are sought m order to delenmne whether the cntenon can be satisfied. 

On some occasions, a high level of disagreement will result in a move- 
ment back to the development of altemabves Because disagreement often 
js a funebon of the hyrh jjjofil consequences of a wron^ decision, the de 
cision makers may seek a new set of decision choices that ha.. Jess nsk. 
In other words, one solubon to managenal disagreement is the location 
of altemabves Uiat can produce early agreement No decision delay for ob- 
taming outside counsel or gathering acfaonable research data results 
In other situabons, the marketing people delay the decision while ac- 
honable data are being assembled However, ev’cn after the data have 
been presented, imcertainty (disagreement) may persist because of the 
informahon’s lack of conclusiveness That is the decision makers are sufl 
unable to select one altemabve course of action and move fonvard, even 
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after revie\ving the new data. This situation results in a reversal of th<" 
decision flow. Tlie decision malcers return to flie need for more preds'’ 
data and for the design of a new study or group of studies. 

No decision — and especially no lino or tactical decision — is made in a 
vacuum. The launching of an advertising campaign, for example, requins 
a mulliph'city of decisions, all aimed at maximbing Uie e.ffecti', tne s of 
one basic program. Tlie decision makers work on scscral decisions simul- 
taneously, with the time requirements of each varjing greatly. j'Vli Ojo 
decisions, however, are closely related in the sense that the) contribult' 
concurrently to one basic marketing move; the new advertising campaicn 

In other situations, decisions are sequenced. How many salc^rnsn 
should be added to a company’s sales force and how its Icnitones should 
be redivided are two decisions, for example, that wall naturally follow a 
basic decision about whether the compan) is to allocate more funds to 
its direct selling effort. The effect of the first decision is to produce changes, 
and these changes, in turn, form environments for new decisions. Subsequent 
derisions then emerge from the new envaronmenfs created by the pnor 
action. 

Concurrent decision structures. Some marketing environments do not 
lead to one decision but, instead, spawn a doren or perhaps several do/vn 
subsequent decisions, TIio basic decision to introduce a new product, for 
e-rample, sets in motion a variety of decisions .-Ml of these can be sche- 
matically portrayed in the form of a decision tree. 

Most discussions of decision trees include tlie prcpostcrior anaKvis, 
in vvhicli the marketer equates llie expected value of information — ha'h 
before and after the gatlicring of the data To phrase it difftrcntly — (jic 
decision maker assesses the probabilities of cert.ain events (varving srdev 
levels, vaiying profits, and so on). Tlic pnor probabihlas are stated b' - 
fore additional information is gathered; if ncccssars’, data are subs'’- 
quently collected arid tlie probabilities again stated — on a posterior h uis 
Tlie functions of tlie data are to reduce llic uncertainty of die drci''!3'i 
makers and to enhance dieir chances of selecting the most appropn’te 
course of markclinc action. But wlicdicr the additional d.ita sho'Jd o. 
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makers as soon as they understand die fundamentals of the decision stnic 
ture As an example, let us pursue a company's decision to mtroduce a 
new product (see Exhibit 61) A grocery product, it mihally stemmed from 
an environment that revealed a competing product had gained a sub* 
stantial share of a market segment previously thought ummportant Once 
the competitor s product began to penetrate this market segment, the com 
pany decided to mtroduce its own item This decision was based on a 
senes of consumer use tests which established that Product G was pre- 
ferred to the existing competitive product 

Because the introduction of Product G represents a diverse cost de 
tision profit was the critenon with predicted sales (and resultant revenue) 
the relevant mformation No sales test was employed, but the fact that 
the consumer research revealed greater preference for Product C than 
for the competitive item led to the prediction that, given comparable or 
superior marketing support Product G could gain a 40 percent share of 
that particular market segment within a three year penod In other words 
gncn a solid reference point (the competitive products performance in 
the marketplace), consumer preferences were translated into predicted 
sales and the decision to market Product G was made 

This GO decision leads to a new environmental situation that calb 
for marketing action in more specific areas packaging copy themes pnc- 
mg and size of ad\ertismg appropriate for the product For purposes of 
illustration let us assume that these areas represent four unresolved is 
sues Of course in actual situations other issues, such as product name 
and advertising media, would still be unresolved However, for the pur 
pose of our illustration let us assume that either these decisions ha\e 
been resolved or they are to be sequenced and thus depend upon the 
outcomes of the four decisions now under consideration During Tune 
Periods 1 and 2 (see Exhibit 61), the decision areas are set, the altema 
tives are agreed upon, and the criteria are determmed In order to make 
the packaging decision, management engages a professional designer, and 
the several designs he proposes are reduced to three Inasmuch as this 
IS an identical cost decision, the final selection is made on the basts of a 
relatively simple recall of brand names after housewives have been ex 
posed to life size color photographs of store shelves contaimng this par 
ticular product class In the test the three designs under consideration are 
of course rotated so that the only vanable is the design itself The sample 
size is 600, divided equally into three groups, and each group w shown 
one of the three photographs As Exhibit 61 shows, packaging repr^ 
sents one of the first decisions to be made m this case and results m DiS 
choice as the package design to be adopted 

The decision makers now consider three alternative copy themes As 
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the selection of a copy theme also represents an idenbcal-ccst decision, 
a nonmonetary measure is used. Cop> Theme C» is chosen after a rela 
inexpensuTJ studs conduct#^ among 900 consumcn in the product 
citegorj Admittedh man) cnlcna are as-ailable to adsertising-cops de- 
cision maVers but in this instance the “most hlels to bu)“ measure is 
felt to be adequate because of the high level of agreement in ad\-ance of 
the decision 

Now that package design and cop) theme ha\-e been diosen, two 
decision areas remam unresoK-ed price and size of ads’Crtising alloca 
tion Both decisions call for monetar) measures requiring sales and m 
enue information leading to profit Tlic profit consequences of wrong de- 
cisions are considered high b) the marVeling people moreos-er Ihes ho’d 
strongl) dis’ergent \aess-s regarding the decision choices An exhaustise 
sales test is considered essentia! but it cannot be initiated until other fcne 
deasions ha\ e been made package cop> theme and so on For th.s tea 
son the iniliahon of tlie sales lest is delajed until decisions ha\e been 
made m the tactical areas of packaging advertising theme and media. 

The sales test is not started until the beginning of the sixth toe 
period (see Exhibit 61 ) Tlie packaging and copv theme decisions evolve 
from pnor studies while tlie advertising media deasion is made ea^lj cn 
a judgmental basis The double changeover expenmental design is em- 
plo)ed for the two advertising levels under consideration in order to re 
diiee expenmental error caused bv inj order or camover elects In 
Exhibit 61 the Roman numerals I M represent time periods Four separate 
markets arc used and distribution and number of faangs are held coa 
stant wathin all markets throughout the entire sludv This permits the 
measurement of the experimental prices 

The entire researtii program following the initial "GO’ dedsion costs 
less than S3S 000 In view of tlie high profit consequences of a wrong de- 
cision in tl IS case management must view the value of Uus infomubon 
IS great and its cost as low Unfortunalelv hovvever it is not possible to 
know the cxtint to which tlie research data have contributed to the com- 
panv s profits All of these decisions could have been made without the 
data but it is safe to assume that at least some of the allemabves se- 
lected would have been inferior to those adopted as a result of the studies 
undertaken It can be plausibly argued that the information h" reduced 
the cliances of making a vvrong decision in no 'ense did it remote the 
tdnnces of selecting an mcorrect course of acbon. 

Thus the launchmg of Product G results from a senes of concrintat 
decisions in the sense that all are aimed at one particular roarkctirg 
effort which m tins case is the nationwide mlroducbon of a new product 
The decision to "CO* is not the final decision but it is the basic one. 



EXHIBIT 62 

Illustration of Sequenced Decision Structures 
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the compaDy’s marketing research budget These fi\'e studies aided in 
uncovering the en%ironments for Decision Areas B and D, and they 
provided the actionable data for satisfying the criteria m formula, co^*, 
and media decisions. 


Notes 

^Marleitng Defii^Uora (CSiicago, IlL* Conmuttee on Definibons of the Amerku 
Ntarketing Associatioii, American Marketing Associabon. 19G0) 

*John Kenneth Galbraith, however, contends that successful corporate planning has 
negative Social impbcations, as desenbed m The Sew Industrial State (Bwton, Mass : 
Houghton, Mifflin Company, 1967). 

* Wendell R. Smith, “Ixng-Range Planiung and Research and Dcn elopment," fei 
Wilbam Lazer and Eugene J Kelley, edilon, Uanagenal Marketing PeirprrtJce end 
Victcpcrfnfs, third edibon (Homewood, 111: Richard D Irwin, Inc, 1957), p 322. 

* Peter F. Drucker, The Practice of MatutgemenX (New York City Harper & Row, 
Publishers, Inc , 1954), pp 63-^ 

* Leon Winer, “Are You Really Planning Your Marketing^ Journal cf Marketing. 
XXIX (JaDuary 1965), pp 1-8 

•Philip Kotler, Afarketing Management Analysit, Planning and Control (En^ewood 
Cliffs. N J . Preabce-Hall, Inc . 1967 ), p 281. 
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An honest tale speeds best, being 
plainly told. 

— ^William Shakespeare 


Communicating with 

Mai'ketino; Decision Makers 

o 

F ormal communications become necessary many times during 
the long and complicated process of making a marketing decision. 
These communications are commonly referred to as reports, and they as- 
sume many forms; written or oral, typed or graphically portrayed, 
brief or lengthy. In any decision of importance, a report serves as the 
bridge between the analysis of the data and the recommendation of 
action to the marketing decision makers. The report, it is true, may be a 
slender, .flimsy bridge at times, but it does provide a means for translating 
data into a form that — it is hoped — ^wUl result in the selection of a cor- 
rect course of action. 

In addition to the final report submitted to the decision makers, many 
others are required from time to time during the decision making process. 
Some reports only provide information; they do not recommend action. 
For e.xample, during the environmental stage, reports are frequently pre- 
pared to present environmental data to those responsible for the develop- 
ment of the marketing alternatives. A similar type of report is the one 
submitted by the research analyst in charge of conducting a specific study. 
This report summarizes the collected data for the manager of marketing 
research, who, in turn, develops the actionable report for the decision 
makers. 

The first step to be taken by the report xvriter is to determine that he 
clearly understands the basic reason for the communication he is going 
to prepare. Is its purpose to submit environmental data or is it to urge a 
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particular course of achon’ Once he has delineated jts purpose, the report 
writer can proceed to subsequent issues the content of the report and 
the sequence of presentation 


The DEsam»Ti\x Repoht 

The descriptive report can be defined as one that presents information 
only in order to add to its readers body of knowledge It does not recom- 
mend any course of action The information it submits is entirely environ 
mental Descriptive reports communicate findmgs and nothing else 

In most cases, studies designed to uncover environmental information 
arc aimed at revealing possible alternative courses of action to the mar 
keting decision makers Although the data may require mterpretabon, at 
no time does the writer of a descriptive report urge a particular course of 
action upon its reader Descriptive reports are frequently voluminous, 
often containing a wide variety of miscellanea Others, however, are brief 
and treat only one subject m a highly specific manner In neither case 
does the descriptive report ask the reader to follow a particular covrss 
of action 

The descriptive report adapts itself well to summary statements, which 
can easily be positioned at the beginning of the report Often a one page 
summary, embracing findings and study proced ire, forms part of a de 
scnptive report After that point its reader can put aside the communica 
tion if he feels he has learned all that is necessary about the subject Of, 
of course, if he feels he should he can read the remainder of Uie com 
municabon or any portion of it 

How the parbcular descnplive mformabon to be presented m a report 
IS sequenced depends almost entirely on what its wnter thinks is the most 
sensible and understandable approadi Data can be alphabetized by sub- 
ject area or presented m one of several numerical sequence wa)s — by, 
for instance question number of questionnaire s''hedule Or the opening 
data, after the summary, may relate to the principal objective of the 
study, with tangcjitiaJ informaUan /oJIowujg Some writers of descnpbve 
reports prefer to begin tlie data presentation with information thej be- 
lieve the recipients of the report already know and accept Then they 
lead into and close with mformabon the readers may consider new and 
exciting Psychologically, this approach increases the chance of acceptance 
of the report because the known data presented at the outset, prepare 
the way for the unknown, novel and less easily believable data 

The length of the report depends of course, upon the amount of in 
formation sought and the extent to which it is relevant 
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The AcnoKABLE Report 


As the term implies, the actionable report recommends a comse of 
action to its recipient. The recommendation may stem from a rigorous 
employment of formal logic and the interpretation of collected data, or it 
may derive from the opinion of a consultant who may have based his 
conclusions on a handful of questionable assumptions. In any case, the 
actionable report contrasts to the descriptive report, which presents infor- 
mation in one form or another but does not ask its readers to move in 
one direction in preference to others. 

There are many points of action within the framework of every mar- 
keting decision structure. The obvious and most important comes toward 
the end of the total decision making process, long after the alternatives 
have been formulated, the criteria stated, the agreement levels deter- 
mined, the research projects designed, and the data collected and ana- 
lyzed. That entire process leads up to the final action wthin any par- 
ticular decision structure. The final report recommending the marketing 
action most certainly is an actionable report. 

Many other points within the decision structure, however, call for 
action in one form or another. This action may not always be marketing 
action per se, but it does represent a decision within the framework of the 
total structure. For example, toward the beginning of the decision making 
process, after the marketing decision makers have received a descriptive 
report containing environmental data, they must reach a decision on the 
selection of the marketing alternatives. This is not a marketing decision 
per se, but it is a decision nevertheless. Again, once the decision makers 
have framed the alternatives, they must agree on the basis on which 
they ultimately xvill choose one course of marketing action. Thus a de- 
cision is made regarding the criterion. Then a decision to delay or not to 
delay the basic marketing decision follows. Should outside counsel or 
marketing research information be gathered during the delay? ^^dlat 
should the design of the study be? What data-collection method should bo 
employed? All of these decisions are “wheels within wheels” so important 
in themselves that they almost always demand formal communication 
among the decision makers in the form of reports. 

In some instances, reports originally intended to be descriptive de- 
velop into actionable reports. For example, a marketing researcher may 
have been instructed to conduct a study that has environmental-data 
overtones. After analyzing the collected information, he feels strongly 
that certain marketing alternatives must be considered by the decision 
makers. The result is that he prepares an actionable report because he 
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feels he should recommend these allcmabv'es to his readers This mos'c 
on his part profoundly affects the content and sequence of his coininuni 
cabon. 

In essence, an acbonable report translates data or counsel into a 
tecommendabon for acbon, perlammg either to the final marVebng dc 
cision or to any one of the many subdecisions within the total structure 

Sequence of report In a broad sense, the writer ol an acbonahle 
report can choose between proceeding from the general to the specific or 
from the specific to the general Because there is an endless i-ancty 
of possibilibes ivithm these broad procedures, the report writer must de 
termine jn advance which of the two general directions he will follow 
One altemahve often employed calls for a summary statement at the be 
gmning, then a presentation of the specifics, and a close setting fortli 
the conclusions and recommendations However, this popular approich 
has serious defects The report wTiler who initiates his communic-ition 
with a short presentation and then males a recommendation for ac 
bon usually can expect to have his recommended course of action meet 
With immediate resistance from the decision malers 

The report wnter must alwa}s remember one pnncipal point An 
actionable report is the result of a decision delay, winch m turn was oc> 
casioned by at least some — if not considerable—^isagreement among tlie 
decision makers It logically follows, when a marketing committee com 
pnsed of, for example, se\en members has asked for a decision delay be 
cause the levels of profit consequences and disagreement are high, that tlie 
report based on the collected data will prose at least several members of 
the committee svrong 

Situations of this type require more than simple presentation of data 
Data alone svill not necessarily comince esery member of a marketing 
committee that a specific course of action should be chosen Peter F 
Drucker has argued that “ any time spent on selling a solution after 
it has been reached is sheer waste and evidence of poor time utiliza- 
tion ”* To the contrary, the data and recommended course of action 
often require considerable “selling" The acceptance of a report is fre- 
quently related to the extent that its findings and recommended action 
agree with the preconceived ideas of its readers If a group of decision 
makers is almost evenly divided on an issue, the writer of a report must 
anticipate frequent expressions of doubt among those dissenting from the 
majonty view Howard has termed this expression of dissent “uncertainty 
absorption ” 

Persuasion can be developed by the report writer through two gen^ 
eral communication devices experimental demonstratjon and selling 
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XHg purpose of experiTTiental demonstration is to prove to the decision 
malcers that the course of achon recommended hy the report has been 
documented in that it has been tried out and found best. In essence, this 
is what happens when criteria and relevant information are developed, 
with some measurement of sales sought. In other words, the report relates 
what occurred in the marketplace, interprets or analyzes this to the 
reader, and then recommends that the indicated course of action be 
adopted. This approach is particularly effective when the report writer etin 
demonstrate to the decision makers ^at a criterion was stated and agreed 
upon in advance of data collection. 

The selling approach is often identified with the so-called hard-sell, or 
high-pressure selling. Although there are degrees of selling, its employ- 
ment as a technique is related to the strength of the information avail- 
able to support the marketing recommendation. If the data are weak and 
the profit consequences of a svrong decision are not great, the decision 
makers may tolerate some degree of selling in support of the report 
writer’s recommendation." 

However, selling need not always be of the hard-sell type. It is better 
salesmanship to present a situation logically in a way that leads the de- 
cision makers, without friction, to adopt the one appropriate course of 
action. This sort of presentation requires a discussion of the environment 
and a restatement of all aspects of tlie decision structure. A succinct phras- 
ing of the alternatives, a reriew of the decision criterion, the reasons 
why delay was agreed upon, a listing of the data, and, when necessarv’, 
an explanation of how they were collected — these form the skeleton of 
tlie report. Basically, the report reviews the entire decision structure, and 
the extent to which one phase receives more or less stress than another is 
determined by the writer’s assessment of the need for review. 

The entire sequence of this t)pe of report can be compared to that 
of an effective sales presentation. Tlie salesman knows that after he has 
obtained interest and established desire he must provide the prospective 
customer with reasons for purchasing. He then develops his close. 'The 
successful salesman does not initiate his discussion by urging his potential 
customer to buy. Instead, he develops his presentation in a logical fashion; 
after setting forth his data, he urges a particular course of action — ^in 
many instances, to be sure, the purchase of his product or service. Em- 
ploying the same logic and sequence, the writer of an actionable report 
should not begin with a recommendation that one particular marketing 
alternative be adopted to the exclusion of others. Dissenters always de- 
velop resistance, though perhaps not overtly, to this approach. A xvriter 
presenting a report in thus way will find that the dissent it produces is 
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more difficult to overcome than anj which may build up during a logical, 
informative unfolding of his viewpoint 

Content of report The content of an achonable report is inHuenctd 
largely by the level of tlie profit consequences of a wrong marlcling 
decision and the level of disagreement among tlie decision makers Nat 
urally decisions mvolnng high levels of profit consequences nnd disagree^ 
ment call for a more careful explanation and a more thorough presenta 
tion of data than decisions whose consequences are of less import. As 
pointed out previous!) if the decision makers m any instance are op- 
erating at the upper ends of the profit-consequences and disagreement 
contmua the report should s)slcmaticall) review each phase of the de 
cision structure If the disagreement level is particularK high the report 
should stress the statement of the marketing alternatives and the de- 
cision criterion As the report progresses it should make clear that these 
issues Iiavc been resolved and that further discussion of the alfematnes 
and the decision entenon is unnecessarv 

The report writer in such instances reviews the relevant information 
and points out how it satisfies the decision entenon If the data are sig 
nificant and conclusive they of course are presented however when 
rlisagroemeat levels are high the report wnfer should doemnent the 
study design and the data collection procedures Often dissenting members 
of a decision making group can agree on the alternatives and the decision 
entenon but wall strongly quarrel with the accurac) or validilv of the col 
lected data In such situations the report writer tlioroughl) documents the 
research procedure in order to establi^ the precision of the information 
In general the report wnter should avoid the use of unwarranted 
sweeping statements However it is sometimes necessary for him to 
urge a particular course of action even though the data for one reason or 
mother are not completely adequate In this event tlie report wnter 
must take a stand even though he knows he ma) Uicn be accused of ad 
vocating a particular move on no real basis of fact For the scholar 
preparing a research report such an approach would be condemned but 
in the business world where acbon must be taken with or without adc 
quafe data it behooves tfie report wnter to make a jud^ctrf arref nww 
mend a particular decision choice He must remember that marketing re- 
search strives only to reduce managerial uncertainty It is rare indeed that 
uncertainty can be eliminated The staff man is m a unique position to 
evaluate 4e worth of his data and. if he has participated m the initial 
stages of the decision making process he should be able to guide the 
marketers Moreover, where the report wnter fails to offer recommenda 
tions or advice the decision makers will move forward without him. 
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The inability of many techm'cal staff personnel, both in the field of 
marketing and in many others, to communicate effectively is notorious. 
Many technicians unwittingly become guilty of “intellectual conceit.”* One 
need only glance through any copy of the Journal of Marketing or the 
Journal of Marketing Research or almost any textbook in the field of 
marketing in order to become acutely aware of fuzzy thinking covered 
over with unnecessary verbiage. Robert J. Fisher, in discussing this tj'pe 
of conceit, has documented several examples that he discovered in his 
reading: “Tbe correlation matrix was factor analyzed with Thurstone’s 
complete centroid method. ... In order to give psychological meaning 
to these factor loadings, the arbitrary reference frame obtained by the 
centroid method was rotated by the graphical method. The resulting fac- 
tors are ortogonal.’ 

Another classic example of verbiage was found by Rsher in a report 
dealing \wth washing machines. Consumer attitudes had been meas- 
ured with respect to a long list of product characteristics and, after factor 
analysis, reported imder the heading “Substance,” which in this context 
referred to the researcher’s coined classification. The report concluded: 

It seems reasonably clear that this factor [“substance”] is measuring a 
generalized characteristic of solidity or substantiality of a washing ma- 
chine — the impression it projects of being a sound, w'ell-constructed, 
functionally efficient piece of workmanship. It appears that this finding is 
projected most potently by the performance cliaracteristics of the ma- 
chine. But the composition of the cluster suggests that performance is 
not the essential quality the consumer has in mind, but rather the essential 
index of that quality. It seems reasonable, therefore, to identify this factor 
as "substance.” 

Yet there is magic in w'ords properly used. Words underlie man’s 
whole life; they are' the signs of his humanity, the tools of his business, 
the expressions of his affections, and the records of his progress. The 
entire field of business in general and marketing in particular contains no 
other ineflnciency so serious as that arising from “poverty of language.” 
The report WTiter svho does not express himself meaningfully imposes 
upon the time of others and does an injustice to himself. 

One way to language mastery is the study of synonyms, words that 
have similar yet not exactly identical meanings. Two words that seem 
to have almost the same meaning may turn out to have specific, indi- 
vidual connotations they do. not share svith each otlier. Each has a per- 
sonality that is either inherent in its origin or acquired through usage. 
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E\er)one recognizes the difference between "child" and "urchin," "hand* 
and “fist." and misstatement" and lie* All haic slight oiertoncs of 
meaning tint cause, for example, a mother to resent her child s being re 
ferred to as “pun\” but not to demur at his being described as “delicate" 
E\en educated people persist in confusing "instruction" and "education." 
But to instruct a child is "to prowde him with knowledge, facts, and m 
formation" whereas education is, on the other hand, "a drawing forth 
from within" openmg up fountains alrcad) m a child s mind rather than 
filling a cistern with water brought from some other source * 

In marketing as m other fields man) bcha«oral saentists and acad 
emicians arouse resentment b) writing to impress their colleagues rather 
than to communicate with their readers The emplo)Tnent of selected 
technical teims in a research report m winch methodolog) must be dis 
cussed can perhaps be tolerated But in actionable reports directed to 
marketing decision makers mam of whom hek i technical oncnlation, 
the report writer must resist vogue jargon and adjust his writing st\lc to 
Ins reader 

Tins consideration points to another basic question that the writer 
must ask himself as he prepares to begin his report k\1iat is the level 
of the reader to whom tlw report is being oddressed’ Is the report being 
prepared for the boird of directors the eompanv treasurer the marketing 
research director or the brand minagcr'’ Tlie marketing sopliistinlion 
of the rcider mu^l dictitc to a lirgi evtent the sl)lc of wailmg Tlie lioird 
chairman dots not KKvsirilv think about ]in problinn in terms of di 
cision critini or niiiltistigi probibilitv simpling The ireisurtr is often 
unwilling to iceept nonaceoimlmg elila and frujuintlv ncids riUNuruua 
tliat “prol Ik Initliv” iri ide<|«nle for miknij; mirkcfing deiiMons— 
even tbow ritjuinng monel irv tni ires The niarketing rc'scireb elirextor 
however e in rightfulk lu'i'l on « higlilv technicil report from one of 
his analvsts in order that he niiv readil) evaluitc the rehabilit) of the 
data presented 


SovniABy 

The writer of a marketing report in fact addresses himself to seaeral 
questions before beginning bis report hirst lit must know whether the 
report is environmental or aelionablt m nature The Ivpc of report m 
Euences the sequence of the presentation with siimman statciiicfits 
either preceding or follow mg detailed reference d ita 

Second, if the vvTiler is preparing an actionable report he must know 
the levels of profit consequences of a waong decision and disagreeiiu-nt 
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among the decision makers. These have profound effects upon both con- 
tent and sequence. Reports invoKong decision choices with high levels of 
disagreement require a logical sequence leading up to a recommendation 
as ivell as subject matter that svill reduce, if not eliminate, any resistance 
to the recommended action. 

Third, the report writer must know whom he is addressing in his report. 
The level of the reader will play a large part in the selection of the appro- 
priate writing style. It will determine to a great e.xtent whether technical 
or nontechnical language is to he used. 

The purpose of everv' report is to communicate. On many occasions, 
however, it must convunce as well. 


Notes 

r Peter F. Drucker, The Practice of Management (New York City: Harper and Row, 

1954), p. 3.53. 

-John A. Howard, Marketing: Executive and Buyer Behavior (New York City; 
Columbia University Press, 1963), p. 35. 

^William T. Morris, ^•tanagement Science in Action (Homewood, lU.; Richard D. 
Irwin, Inc., 1963), p. 255. "E.\perimental demonstration” and “selling” as terms are 
drawn from the chapter entitled, "How Managers Evaluate Advice." Morris includes 
a third involvement, but, as he implies, this procedure is a method of communication 
and not necessarily restricted to written or oiul reports. 

■* Robert J. Fisher, “MTiat Innovations?” in a speech delivered to the 46th National 
Conference of the American Marketing Association, Washington, D.C., June 1963. 

^ ^hid. 

®This discussion is based on "The Discipline of Language, The Boyal Bank of 
Canada Monthly Letter, XLV (July 1964). 
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